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PREFACE 


1 WELCOME 
Dear Student 
We take great pleasure in welcoming you to this module on Intrapreneurship. 


As you might be aware, the environment in which a business operates is not static in fact, 
the rate of change in recent years has accelerated. Intensifying global competition and 
rapid technological progress are characteristics of the business environment today. 
Organisations need to develop new and improved products and services, better operating 
technology and methods more effective than those of their competitors to ensure a 
competitive advantage and market dominance. 


A sustainable competitive advantage can, however, only be achieved through continuous 
innovation and the creation of new ideas. Rather than compete with competitors head on, 
businesses should focus on developing new products and services and new markets. This 
can only be achieved by entrepreneurial organisations. 


The study guide for MNE3702 will guide you through creating and sustaining corporate 
entrepreneurship in large organisations. 


The field of entrepreneurship and corporate entrepreneurship is dynamic and challenging. 
The learning content and activities contained in this study guide will provide you with 
opportunities to explore and interact with corporate entrepreneurship as it is practised 
today. 


To make sure that you share our enthusiasm for this field of study, we urge you to read as 
widely as possible. Read newspapers, articles and books, and conduct internet searches 
on innovative companies and corporate entrepreneurship to get a feel for what companies 
are doing in terms of corporate entrepreneurship. 


We hope that you will be inspired to be entrepreneurial and that you will enjoy the module. 


2 THE PURPOSE OF THIS MODULE 
The purpose of this module is to 


empower you with the necessary competencies (such as knowledge, skills and values) to 
equip you for entrepreneurial responsibilities at various levels of management in the 
corporate environment enable you to facilitate change within companies so that such 
companies can become more entrepreneurial empower you to contribute to society by 
creating new products and services and more effective and efficient companies 


3 THE LINK TO OTHER MODULES 


As you know, this module does not stand alone. It forms an integral part of the other 
Business Management modules and the BCom qualification. The purpose and the learning 
outcomes of this module are therefore aimed at developing your expertise and abilities in 
the field of business management and entrepreneurship. 


THE APPROACH TO THE MODULE AND LEARNING OUTCOMES 


This module has been developed in accordance with the outcomes-based approach to 
education and training. You will find a number of learning outcomes at the beginning of 
each topic. These learning outcomes are there to guide you through the study material. 
They inform you of what skills you should be able to demonstrate or what you should know 
at the end of each topic. They also indicate what you may be expected to demonstrate in 
the assessment process, that is, in the assignments and examination. 


After working through the various topics of this module, you should be able to analyse the 
nature of corporate entrepreneurship interpret the internal entrepreneurial environment of 
an organisation evaluate corporate strategy and leadership in terms of the extent to which 
they encompass entrepreneurship create the entrepreneurial organisations achieve and 
sustain entrepreneurial performance. 


Please study the diagram below. It refers you to the topics that cover the learning 
outcomes above. 


Learning guide 


LO1 refers to learning outcome 1 
LO2 refers to learning outcome 2 
LOS refers to learning outcome 3 
LO4 refers to learning outcome 4 
LO5 refers to learning outcome 5 


5 THE FRAMEWORK OF THE MODULE 


The framework of this module is as follows: 


THE COMPOSITION OF THE STUDY/LEARNING PACKAGE FOR THE MODULE 


The study material for this module comprises a study guide, a prescribed book and several 
tutorial letters that will be sent to you during the course of the semester. The prescribed 
book is of vital importance, because you will be unable to complete the module 
successfully without it. In addition to the prescribed book, we encourage you to consult 
other sources to broaden your knowledge of the subject matter. 


The prescribed book for this module is: 


Kuratko, DF, Morris, MH & Covin, JG. 2011. Corporate innovation and 


entrepreneurship . 3 edition. Ohio, USA: South-Western Cengage learning. 


The study guide will lead you through the prescribed book. We shall, however, sometimes 
deviate from the textbook when we need to elaborate on certain aspects. Therefore it is 
important for you to use this study guide in conjunction with the prescribed book. 


7 THE APPROACH TO STUDYING THIS MODULE 


The purpose of the learning outcomes at the beginning of each topic is to guide you 
through the study material. They inform you of what you have to be able to do at the end of 
each topic. They also indicate what you may be expected to demonstrate in the 
assessment process. 


In order to be prepared for the examination, it is important that you complete all the 
activities and assignments, and work through all the case studies. 


We make a definite distinction between the parts of the prescribed book that you have to 
read and those parts that you have to study. 


Studying 


The sections that have to be studied are clearly indicated and form the basis of your 
assignments and examinations. To be able to do the activities and assignments for this 
module, to achieve the learning outcomes and to be successful in the examination, you will 
need a thorough understanding of the contents of these sections in the study guide and 
the prescribed book. You must accept responsibility for your own studies and understand 
that learning is not the same as memorising. We shall expect of you to demonstrate that 
you understand and can apply the information, not just remember it. 


Reading 


At times, we will indicate in the study guide that you have to read a certain section in the 
prescribed book. This means that you should take careful note of that section, because it 
usually contains useful background information, offers another perspective, or provides 
further examples. It will give you some context in which to place the rest of your 
knowledge, should improve your ability to take notes, and will enhance your 
understanding. 


You will have to spend at least 120 hours on this module. This includes approximately 40 
hours of reading and studying the learning material, 40 hours for activities and 
assignments, and 40 hours of preparation for the examinations. 


You should read more widely than just the study guide and the prescribed book. Also, 
when you read information in the prescribed book or in other sources, you should not 
simply accept it without question. Rather, you should question all ideas and information 
that you come across. 


To test your understanding of the ideas that you come across in this module, you should 
try to apply them to real situations. 


Activities 
There are various types of activities in the study guide. You will be expected to 
reflect on the work that is covered 


do self-evaluation activities 

Completing the activities in the study guide and the assignments is crucial if you want to 
succeed in this module. The activities will help you to develop an understanding of the 
topic at hand and to master the learning outcomes. 


At the end of each chapter in the prescribed book, you will find a case study of an 
international company. Please read each case study after completing the study unit / 
chapter. You will be able to see the relevance of the issues covered in the chapter to 
companies, and how companies have in the past dealt with such issues and problems. 


Assignments 


Tutorial Letter 101 will provide you with more information about the assignments for this 
module. 


It is crucial for you to complete the assignments if you wish to achieve the learning 
outcomes. By completing the assignments, you will get a feel for the type of questions you 
can expect in the examination and obtain first-hand feedback from the lecturer. The 
assignment questions also give you the opportunity to apply the theory to a case study or a 
practical situation. With each assignment, you will be informed of the purpose of the 
assignment. Details of the assignments with their associated assessment criteria, and the 
format and requirements of the examination will be conveyed to you in tutorial letters. 


Assessment questions 

At the end of each study unit, you will find a list of assessment questions based on the 
work done in that study unit. We advise you to work through these questions diligently, 
since they should prove extremely useful in preparing you for the examinations. 


Self-assessment plays a very important role in the mastery of the learning outcomes and 
you should therefore also complete the self-assessment activities in the study guide. 


You will find the answers to most of these questions in the learning material covered in the 
study guide and the prescribed book. So the exam should not hold any surprises for you. 
You will agree that it is in your own interest to work through these assessment questions. 
Assessment of the module 


Your assignments and the examination will be assessed in accordance with transparent 
assessment criteria that are directly related to the learning outcomes of the module. 


The marks for your compulsory assignment and your examination mark will form your total 
mark for the module. Additional information on the assessment procedure and the 
examination requirements for this module will be provided in Tutorial Letter 101. 


8 THE USE OF ICONS 


The icons that will be used in this study guide are as follows: 


Key concepts. The key concepts icon draws your attention to certain 
keywords or concepts that you will come across in the topic or study unit. 


Learning outcomes. The learning outcomes indicate what aspects of the 
particular topic or study units you have to master and be able to 
demonstrate that you have mastered them. 


Mind map. Mind maps are provided to help you to see the relationship 
between various parts of the study material. 


Study. The study icon indicates which sections of the prescribed book or 
the study guide you have to study and internalise. 


Read. The read icon will direct you to read certain sections of the 
prescribed book for background information. 


Activity. The activity icon refers to activities that you must do in order to 
develop a deeper understanding of the study material. 


Reflection. The reflection icon requires you to reflect on certain important 
issues or problems dealt with in the study guide. 


Assessment. When you see the assessment icon, you will be required to 
test your knowledge, understanding and ability to apply the material you 
have just studied. 


Feedback. The feedback icon indicates that you will receive feedback on 
your answers to the self-assessment activities. 


9 HOW YOU WILL BENEFIT FROM THIS MODULE — AND IMPORTANT ADVICE 


Your likelihood of success will be improved if you consider the following suggestions: 


e Study the prescribed tutorial matter conscientiously and according to the guidelines 
and the sequence provided. 


e Relate the subject matter to your work situation. (Discuss the subject matter with 
your colleagues.) 


e Plan your studies according to the time available and our recommendations. 
e Engage in the activities and do the assignments. 
e Prepare properly for the examination. 


Do not hesitate to contact us if you have a problem with any aspect of the study material. 


10 WHAT YOU CAN EXPECT FROM UNISA 
You can expect us to do the following: 


e We will provide you with up-to-date and relevant study material which is regularly 
compared with and benchmarked against similar local and international programmes. 


e We will keep the study material in line with the needs of industry and commerce by 
consulting regularly with the profession, and with industry leaders and government 
Officials. 


e We will give you the opportunity to develop competencies and skills at a certain level. 
The learning outcomes correspond to the National Qualifications Frame-work (NQF) 
level 7. You will be assessed taking the level descriptors of the NQF into account. 


e We will support you whenever you require assistance. You may make personal 
appointments with your lecturers or contact us by phone, e-mail or via the Internet. 
We understand that studying through distance education is more challenging than 
attending a residential university. 


° We will provide you with clear indications of what we expect from you in terms of 
your assessment. 


e We will give you timeous feedback on your assignments. We will return each of your 
assignments and our feedback on it within three weeks of the due date, provided that 
you have submitted your assignment before the due date. 

11 IN CONCLUSION 

We hope you will enjoy your studies! We are certainly looking forward to being your 

partner in this endeavour. 


Best wishes 


Your lecturers in Entrepreneurship 


Department of Supply Chain, Transport, Tourism and Logistics Management 


Topic 1 


Foundations of corporate entrepreneurship 


The aim and learning outcomes of the topic 


The purpose of this topic is to introduce you to the concept of corporate entrepreneurship. 
The topic sets the scene for the rest of the topics in that we shall discuss the phenomenon 
of corporate entrepreneurship before we discuss the ways in which the entrepreneurial 
organisation can be created (topic 2) and entrepreneurial performance sustained (topic 3). 


In this topic, we cover basic concepts, tools and frameworks that help explain how 
entrepreneurial behaviour can occur within established organisations. The unique nature of 
corporate entrepreneurship is explored, and the levels of entrepreneurship in organisations 
are described. The different forms that corporate entrepreneurship can take in companies 
are explained. 


Learning outcomes 


Once you have completed this topic, you should be able to 
e distinguish between entrepreneurship and corporate entrepreneurship 


e describe the problems organisations face as they grow, mature, expand and operate 
in the business environment 


e argue a case for the entrepreneurial imperative in established organisations 
e discuss how corporate entrepreneurship differs 
e capture the entrepreneurial orientations of the organisation 


e explore the different forms that entrepreneurship takes 


Overview of the topic 


Topic 1 comprises four study units: 


Topic 1 
Study unit 1 Study unit 2 Study unit 3 Study unit 4 
The entrepreneurial | How corporate Capturing the How 
imperative in entrepreneurship entrepreneurial entrepreneurship 
established differs orientations of the takes different forms 
organisations organisation 


Study unit 1 
The entrepreneurial imperative in established organisations 


INTRODUCTION 


Companies operate in a dynamic business environment. They constantly have to adapt to 
the changing environment to achieve a sustainable competitive advantage and market 
success. This first chapter introduces you to corporate entrepreneurship as a means to 
achieve market success. Chapter 1 is contextualised in the ‘Introduction’ in Kuratko et al 
(2011:3-4). 


Aim of the Study Unit 


In this study unit we explore the evolution in the management of companies as a result of 
the dynamic nature of the business environment, build on the relevant lessons learnt from 
conventional management theory and identify a new paradigm for achieving a sustainable 
competitive advantage. We identify entrepreneurship as a unifying framework for 
successful management practice in the twenty-first century. We justify the need for 
corporate entrepreneurship and present an overall model of entrepreneurship. We 
endeavour to answer questions such as: 


What is a turbulent environment? 

What is the path to sustainable competitive advantage? 

What is the difference between corporate entrepreneurship and entrepreneurship? 
How would you distinguish between entrepreneurship and management? 

Why do companies lose their entrepreneurial way? 

What is the entrepreneurial imperative? 

Does a model of corporate entrepreneurship exist? 


Learning outcomes of the study unit 


Once you have completed this study unit, you should be able to 


e demonstrate an understanding of the turbulent environment and the embattled 
companies 

e describe the new path to sustainable competitive advantage 

e differentiate between entrepreneurship and corporate entrepreneurship 

e analyse why companies lose their entrepreneurial way as they pass through the 
organisational life cycle 

e discuss the entrepreneurial imperative as apersistent sense of urgency 

e explain the model of corporate entrepreneurship 


CONTENTS 


1.1. Turbulent environments and the embattled companies 

1.2 The new path to sustainable competitive advantage 

1.3. What is entrepreneurship? 

1.4 What is corporate entrepreneurship? 

1.5 Management versus entrepreneurship 

1.6 Why companies lose their entrepreneurial way: the organisational life cycle 
1.7. The entrepreneurial imperative: a persistent sense of urgency 

1.8 A model of corporate entrepreneurship 

Summary 


Unit assessment 


Activity 1.1 


Read the excerpt from the Business Day newspaper below and then answer the following 
question: 


What does FNB do to encourage innovation? 


FNB looks to staff for ideas on innovation 


FIRST National Bank (FNB) is challenging its staff to come up with innovative ideas for the 
running of the bank as competition for customers in retail banking intensifies. 


Last week the bank’s CEO, Michael Jordaan, said innovation had become a byword within 
FNB. "We relentlessly drive the message of innovation throughout the bank. This is not 
simply an internal slogan; it is a primary way of working in the bank," he said. "We 
challenge ideas and seek new ways of banking. Our key driver is to find ideas that are 
beneficial to our customers, will attract new customers ... and will enhance our overall 
business." 


Last week, FNB gave R6m in prize money to internal business teams that developed its 
new banking technologies, now one of the largest delivery channels for the bank. 


The chairman of FNB holding company FirstRand, Laurie Dippenaar, said the culture of 
innovation reflected the spirit of entrepreneurship of the founders of FirstRand. He is one 
of the founders of the group. 


Large banks have been put on the back foot by rivals such as Capitec Bank and African 
Bank, which are aggressively growing customer numbers through a no-frills approach to 
banking. 


Such is the intensity of the competition for customers, some analysts have warned that 
larger banks could find themselves losing market share in the lower end of the market. 


This is because of their perceived high transaction fees, inept customer service, and 
indifference to the needs of the informal and semiliterate section of the population. Mr 
Jordaan said FNB would not give up without a fight. 


"At FNB we never forget the basic principles of business and the fact that any new service 
that we introduce has to address a need required by our customers. This is ultimately what 
FNB Innovators hope to achieve. 


Source: Extracts from the Article “FNB looks to staff for ideas on innovation’, Business 
Day, 6 December 2010. 


Feedback 


In the Business Day newspaper article some of the actions taken by FNB to encourage 
innovation are the following: 


(FNB) is challenging its staff to come up with innovative ideas for the running of the bank 
as competition for customers in retail banking intensifies. 

FNB has given R6m in prize money to internal business teams that developed its new 
banking technologies. 

FNB relentlessly drive the message of innovation throughout the bank creating a culture of 
innovation. 


Have you identified any other measurements that FNB are taking? Do you know of any 
measures that some of the other banks in South Africa are implementing? 


Key concepts 


At the end of this study unit you should be able to understand and define each of these 
concepts. Your understanding of these concepts will give you a grounding in the field of 
corporate entrepreneurship and enable you to understand subsequent study units. 


external environment of the business 
sustainable competitive advantage 
entrepreneurship 

corporate entrepreneurship 
organisational life cycle 
entrepreneurial imperative 


Study pages 3 to 26 in Kuratko et al (2011). 


1.1 TURBULENT ENVIRONMENTS AND EMBATTLED COMPANIES 


A distinction is drawn between the external and the internal environments of companies. 
Companies are faced with continuous changes in the external environments, which are 
occurring at an increasing pace and magnitude. In chapter 1, Kuratko et al (2011:4) define 
the external environment and highlight recent developments in eight of the major domains 
of a company’s external environment. Examples of how trends in the environment force 
changes in management practices are given in Figure 1.1 on page 6 in the prescribed 
book. 


No longer is size and resource richness a guarantee of marketplace performance. To 
summarise, the business environment is changing constantly, and this compels companies 
to adapt how they operate and what they do. 


1.2 THE NEW PATH TO SUSTAINABLE COMPETITIVE ADVANTAGE 


To cope with the complexities and challenges mentioned in the previous section (i.e. those 
that are brought about by the changing external environment), companies have been 
preoccupied with a range of strategic initiatives, but continue to struggle. Three crucial 
lessons are evident from this and the authors explain these (2011:7-8). A solution would 
be to achieve a sustainable competitive advantage through adaptability, flexibility, speed, 
aggressiveness and innovativeness. Kuratko et al (2011:8) define each of these five key 
company capabilities. In order to achieve these capabilities, organisations have to be 
entrepreneurial — entrepreneurship being the source of competitive advantage. 


1.3. WHAT IS ENTREPRENEURSHIP? 


Before we consider the definition of corporate entrepreneurship, we have to understand 
what entrepreneurship is about. 


Kuratko et al (2011:9) point out that who an entrepreneur is is seen from different 
perspectives, but seven themes are most prevalent and these are defined in Table 1.10n 
page 10 in your textbook, while common terms defining entrepreneurship are listed in 
Table 1.2 on page 11 in your textbook. Kuratko et al (2011:9) are of the opinion that one 
definition captures the essence of entrepreneurship and this definitions defines 
entrepreneurship as a “process of creating value by bringing together a unique 
combination of resources to exploit an opportunity”. The authors expand upon the four key 
elements of this definition, as well as the definition by Timmons and Spinelli. 


1.4 WHAT IS CORPORATE ENTREPRENEURSHIP? 


Kuratko et al (2011:11-12) discuss various definitions of corporate entrepreneurship as it 
has evolved over time. 


Other terms that are related to corporate entrepreneurship are intrapreneurship, 
organisational entrepreneurship or corporate venturing. 


Activity 1.2 


Corporate entrepreneurship can be defined in many ways. Consult various books and 
articles on corporate entrepreneurship to find definitions of corporate entrepreneurship. 
Then compile a list of definitions of corporate entrepreneurship. 


Feedback 


The following definitions (arranged chronologically) may be some of the definitions that you 
found during your search: 


According to Pinchot (1985: vii), corporate entrepreneurship is entrepreneurship within an 
established business organisation. Pinchot also states that intrapreneurship is a 
revolutionary system for speeding up innovation within large firms by making better use of 
their entrepreneurial talent. 


Corporate entrepreneurship involves fostering entrepreneurial behaviour within the 
established organisation. Corporations can support profit-making innovations by 
encouraging employees to think like entrepreneurs and then giving them the freedom and 
flexibility to pursue their projects without becoming bogged down by bureaucratic inertia 
(Stoner 1995). 


According to Lumpkin and Dess (1996:136), there is a commonality among all firms that 
could be reasonably described as entrepreneurial. This commonality is innovation. 
Innovation refers to the development of new products and/or services, or the finding of new 
ways of accomplishing a task or function. 


Covin and Miles (1999:49-50) concur that the three most common phenomena that are 
viewed as entrepreneurial in established businesses are the situations where an 
established organisation enters a new business; when an _ individual or individuals 
champion new product ideas; and when an entrepreneurial philosophy permeates an 
entire organisation's outlook and operations. They state that in addition to innovativeness, 
the elements required for an organisation to claim that it has an entrepreneurial orientation 
is the objective of sustaining high performance, or improving competitive standing through 
actions that radically energise the organisation or shake up the status quo in its markets 
and industries. 


The definitions above are quite old. Did you find more recent definitions? These definitions 
should make it clear that corporate entrepreneurship revitalises, reinvigorates and 
reinvents. It is the spark and catalyst that is intended to place firms on the path to 
competitive superiority or keep them in competitively advantageous positions. 


1.5 © MANAGEMENT VERSUS ENTREPRENEURSHIP 


In this section the authors distinguish between entrepreneurship and management. The 
roles of each are described and compared in Figure 1.2 on page 13 in the textbook. In the 
entrepreneurial manager these key roles are combined. The challenge that faces 
managers is to optimize current operations while at the same time engaging in activities 
that make current operations obsolete. In Table 1-3 (Kuratko et al 2011:14) four real world 
examples of success and failure are given. In subsequent chapters the authors discuss the 
entrepreneurial managers from different perspectives. 


1.6 WHY COMPANIES LOSE THEIR) ENTREPRENEURIAL WAY: THE 
ORGANISATIONAL LIFE CYCLE 

A business, like a human being, passes through various phases of growth and 

development in its life cycle. Various authors, for example Kuratko, Adizes and Greiner, 

describe these stages but use different terminology. Kuratko et al (2011:16-18) describe 

the following five growth phases in some detail: 

Stage 1: Startup and early growth 

Stage 2: Growth through direction 

Stage 3: Growth through delegation 

Stage 4: Growth through co-ordination 

Stage 5: Growth through collaboration 

The authors explain the crisis points faced by the organisation at each stage. These crisis 

points force the organisation to change its managerial assumptions and approaches to 

running the company. Table 1-4 on page 18 in the textbook describes how five company 


practices tend to change as they evolve through the five stages. Over time the 
entrepreneurial spirit tends to be systematically destroyed. 


WA 


1.7 THE ENTREPRENEURIAL IMPERATIVE: A PERSISTENT SENSE OF 
URGENCY 


While managers become skilled in ‘producing’, ‘administering’ and ‘integrating’ as the 
company passes through the stages of the life cycle, they fail to become adept at 
‘entrepreneuring’ Supported by his views on leaders and traditional strategies, Hamel 
(Kuratko et al 2011:20) proposes a new model of management and five questions why a 
new model of management is needed, are discussed. 


The authors explain that corporate entrepreneurship represents a framework for facilitating 
Ongoing change and innovation in established organisations and they list several 
strategies that organisations need to implement to facilitate corporate entrepreneurship 
and foster a sense of urgency around the entrepreneurial imperative. 


1.8 A MODEL OF CORPORATE ENTREPRENEURSHIP AND A GUIDE TO 
COMING CHAPTERS 


At this point in this chapter you should know what corporate entrepreneurship is and why it 
is vital for organisations to foster corporate entrepreneurship. To transform a non- 
entrepreneurial company into a highly entrepreneurial company, Kuratko et al have 
developed an integrative model of corporate entrepreneurship designed around three 
major components (Fig 1-3 Kuratko et al 2011:22). The authors give an overview of this 
model which provides a roadmap to entrepreneurial success and forms the basis for the 
chapters that follow. 


Summary 
Read the clear and concise “Summary and conclusions’ in the textbook (Kuratko et al 


2011:25-26). 
In study unit 2 you will study the unique nature of corporate entrepreneurship. 


Please read the case study ’Microsoft: Trailing in the Innovation Race’ in the box ‘The 
Innovation’s Notebook’ (Kuratko et al 2011:23-25). 


Reflect on how the new entrepreneurial imperative affected Microsoft. Try to answer the 
three discussion questions below the the case study in the text book p.23 


Assessment 


1. The term ‘external environment refers to everything outside the company. Describe 
the components of the external environment and provide three (3) examples of 
changes in the South African environment in recent years. 


2. Remaining competitive is different from achieving sustainable competitive 
advantage. Explain the five key company capabilities that could contribute to it 
achieving a sustainable competitive advantage. 


3. AS companies pass through their organisational life cycle, each growth stage 
culminates in a crisis point which requires radical changes in managerial 
assumptions and approaches to running the company. Identify the crises that occur 
in each of the five stages. 


4. What does it take to transform a non-entrepreneurial company into a_ highly 
entrepreneurial company? . 


Possible answers to the assessment questions 


1. External environment. Refer to pages 4 to 7 in Kuratko et al (2011) for an 
explanation of the components of the external environment. 


Some examples of recent changes in the South African business environment that affect 
businesses are: 


e Legal and regulatory environment: the government's Broad-based Black Economic 
Empowerment laws, 

e Economic environment: global recession 

e Resource environment: Increasing price of Brent crude oil 

e Customer environment: customers' need for convenience and _ health-oriented 
products 

e Technological environment: technologically more advanced electronic products 


2. Key company capabilities. 
You should have explained the following organisational capabilities (Kuratko et al 2011:8) 
in your answer: 


adaptability 
flexibility 

speed 
aggressiveness 
innovativeness 


3. Crisis points in the organisational life cycle. According to Kuratko et al (2011:16-18) 
the crisis at each stage is as follows: 


Stage 1: The demands of greater size require more professional management and a 
more formal structure. 

Stage 2: Lower-level managers and employees demand greater autonomy. 

Stage 3: Management loses control over highly diversified field operations. 

Stage 4: Bureaucracy and red tape overtakes the organisation. 

Stage 5: The organisation is faced with the challenge of achieving sustainable 


entrepreneurship. 


4. Model of corporate entrepreneurship. To answer this question, Kuratko et al 
(201 1:21-22) developed a model of corporate entrepreneurship. 


The beginning point is to develop an in-depth understanding of the nature of 
entrepreneurship and how it can be applied to established organisations. Building on this 
foundation, company leaders must then build a work environment that encourages 
employees to recognise and act upon their own innate entrepreneurial potential. Four key 
elements of this work environment include the organisation’s strategy, structure, culture 
and human resources management system. Finally, the ability to achieve entrepreneurial 
performance on a sustainable basis requires a clear understanding of the ongoing 
obstacles that constrain entrepreneurship, together with specific facilitators and measures 
of entrepreneurial outcomes, 


Study unit 2 


How corporate entrepreneurship differs 


INTRODUCTION 


In the previous entrepreneurship module, MNE2601 (which is a prerequisite for this 
module) you studied entrepreneurship from the perspective of a person who finds a new 
idea or opportunity for a new product or service and starts a business to implement that 
idea or opportunity in the marketplace. How do you think corporate entrepreneurship 
differs from start-up entrepreneurship? In the ‘Introduction’ to chapter 2, Kuratko et al 
(201 1:28) give a detailed explanation of the many attributes of an entrepreneur. 

Aim of the Study Unit 

The purpose of the study unit is to inculcate an understanding of corporate 
entrepreneurship. We examine the nature of entrepreneurship and how it applies within 
established companies. More specifically, we shall refute the myths regarding 
entrepreneurs, investigate the steps in the entrepreneurial process, differentiate between 
entrepreneurship and corporate entrepreneurship, identify the ways in which 
entrepreneurship is manifested in companies and explain the frameworks for 
understanding corporate entrepreneurship. We aim to answer the following questions: 


What are the myths regarding entrepreneurs? 

What does the entrepreneurial process entail? 

How does corporate entrepreneurship differ from entrepreneurship? 

In what ways do entrepreneurship manifest in companies? 

Does a general integrative framework for conceptualising corporate entrepreneurship 
exist? 


Learning outcomes of the study unit 


Once you have completed this study unit, you should be able to 


dispel the myths pertaining to entrepreneurs 

describe the six stage of the entrepreneurial process 

differentiate between corporate entrepreneurship and entrepreneurship 

identify ways in which entrepreneurship is manifested in companies 

evaluate the usefulness of the integrative frameworks for conceptualising corporate 
entrepreneurship and innovation in an established organisation 

e strategically integrate entrepreneurship throughout the organisation 


Content 


2.1 Dispelling the myths and sidestepping the folklore 

2.2 Entrepreneurial realities: understanding the process 

2.3 How corporate entrepreneurship differs 

2.4 Where to find entrepreneurship within a company 

2.5 General frameworks for understanding corporate entrepreneurship 


Summary 
Unit assessment 


Key concepts 


In conclusion of this study unit you should be able to understand and define each of these 
concepts. Your understanding of these concepts will give you a grasp of the concept 
corporate entrepreneurship. 


entrepreneurial process 

organisational politics 

venture team venture division 

champions and the mainstream internal innovation 
strategic renewal 


Study pages 28 to 56 in Kuratko, Morris & Covin (2011). 


2.1 DISPELLING THE MYTHS AND SIDESTEPPING THE FOLKLORE 


Entrepreneurship is still emerging as a field of study and it is thus possible that not all of 
the myths pertaining to entrepreneurs have been refuted. In this section the authors of 
your textbook explain why the following ten most notable myths are inaccurate: 


Entrepreneurs are born not made. 

Entrepreneurs must be inventors. 

There is a standard profile or prototype of the entrepreneur 
All you need is luck to be an entrepreneur. 

Entrepreneurs are extreme risk takers. 

Entrepreneurial people are academic and social misfits. 

All entrepreneurs need is money. 

Ignorance is bliss for entrepreneurs. 

Most entrepreneurial initiatives fail. 

Entrepreneurship is unstructured and chaotic. 


The authors conclude this discussion with a description of entrepreneurship. 
2.2 ENTREPRENEURIAL REALITIES: UNDERSTANDING THE PROCESS 


In the definition of entrepreneurship in chapter 1, Kuratko et al (2011:9) indicated that 
entrepreneurship is a process, which consists of six stages, namely: 


Stage 1: identifying the opportunity 

Stage 2: defining the business concept 

Stage 3: assessing resource requirements 

Stage 4: acquiring the necessary resources 
Stage 5: implementing and managing the concept 
Stage 6: harvesting the venture 


Each one of these stages is discussed in detail in the textbook. This process can occur in 
different settings. For example, it can occur in a new, start-up business, or in a large 
business. It is imperative that you understand the process, as it is the cornerstone for 
understanding how corporate entrepreneurship is implemented in large organisations. 


Activity 2.1 


Read the case study and answer the questions that follow. 


CAROL SCOTT 
Imperial Car Rental 


Today, Imperial Car Rental is the undisputed leader in the car rental industry in Southern 
Africa, with a fleet of 5 550 vehicles, 70 offices and 100 locations. During 1990, Imperial 
Holdings formed a new division — Rental, Leasing and Tourism — with Carol Scott as 
chief executive. The companies in the division include Imperial Car Rental Tempest Car 
Hire with a fleet of 4 700 vehicles, Auto Pedigree (Imperial's used-car division), and Prime 
Car Leasing with a fleet of 4 400 vehicles. 


On the tourism side, Springbok Atlas and Garden Route Tours were later acquired by the 
division which today has 1 100 employees and, for the year ending 30 June 1993, had a 
turnover of R316 million. 


Carol Scott was born and educated in Farnham in the county of Surrey, England. In 1968, 
she immigrated to South Africa and joined a market research company in a post which 
involved extensive travel throughout the country. After some globe-trotting in 1970, she 
decided to settle in Durban and in 1973 joined the Atlas car rental company as an agent at 
the Louis Botha Airport. In 1974, she joined Avis's sales department and within a year was 
promoted to Sales Manager for Natal. In 1977 the company transferred her to 
Johannesburg as Sales Manager. 


In 1978, after her resignation from Avis and after working a few weeks for Rennies, the 
Imperial Group invited her to start a car rental company. This was the opportunity of a 
lifetime which was to place Carol on the road to great achievements. The new company 
was launched on 2 January 1979, with a fleet of nine vehicles, a tiny office with a 
telephone, and two assistants chosen with infinite care. Today these two stalwarts — 
Maureen Jackson and Dawn Jones — are Deputy Managing Director and Marketing and 
Sales Director, respectively. They have contributed substantially towards the success of 
Imperial. 


There were those who predicted that Imperial Car Rental had no hope of succeeding, 
because of the strong opposition — Avis, Hertz and Budget. These car rental companies 
controlled 99 per cent of the market, but this did not deter Carol who, along with her two 
faithful lieutenants, tackled the task with the aggressive determination and enthusiasm 
called for, chasing every promising business opportunity and offering a first-class service 
to their clients. Their aim was to be among the Republic's top car rental companies within 
five years. 


Over the first four years they worked around the clock. After six months the fleet of nine 
cars had increased to 100 and two months later an office was opened in Durban, followed 
by another in Cape Town — the forerunners of expansion throughout the country. In 1983, 
when the Department of Transport authorised rental kiosks at major airports, business 
boomed and by 1986 the company had a fleet of 2 600 vehicles, 38 offices and a staff of 
385. 


In 1987, Imperial took over Hertz, one of the major rental companies and one of those that 
had decried Imperial's chances of succeeding when launched in 1979. The take-over was 
not smooth, as there were many obstacles to overcome. 


This situation was understandable, said Carol: “For years Imperial and Hertz had been in 
opposition and suddenly they were thrown together and expected to work harmoniously." 
Naturally there had to be conflicting opinions, as the companies were accustomed to 


different operating methods. It took a year to sort out the problems and achieve the 
satisfactory integration that would allow Imperial to forge ahead with its expansion policies. 


In 1988, Carol's exceptional achievements were acknowledged when she was acclaimed 
as Business Woman of the Year. In 1993, Imperial Car Rental reached the finals of the 
IMM Marketing Organisation of the Year — indeed a great achievement when competing 
against some of the country's most formidable businesses. Carol did not doubt that the 
reason for her company's success was the exceptional teamwork of her staff. 


All Imperial's newcomers are carefully chosen for their appearance, personality, sincerity 
and intelligence, and on joining the company they are briefed that the company's basic 
policy is to treat customers as top priority. Staff empowerment is another of the company's 
policies, which ensures that if a situation arises which requires an immediate decision, this 
can be tackled by any Imperial employee — an important policy that can only improve 
Imperial's good name. 


Since 1992, Imperial has introduced Speedline, Leisure Wheels and Taxi Minicabs. The 
company's most recent venture involved a tie-up with South African Airways in its new 
Voyager Frequent Travellers programme. “Everywhere SAA flies in South Africa, Imperial 
is there," says Carol. “We are natural partners in the programme." She expects the tie-up 
to promote appreciable new business. The concept is that, with a few exceptions, business 
people who are frequent SAA passengers and rent Imperial cars, can gain up to 500 free 
miles. 


With her credibility, dedication and initiative, Carol Scott is a role model and moral-booster 
to her staff. She inspires them with her general approach, friendly presence and her 
leadership qualities. “Car rental is a people business, which is about providing excellent 
services," she says. “The tempo of international business will escalate in the new South 
Africa and Imperial is poised to accept the challenge to enhance its name not only at 
home, but also overseas." 


Source: Bagshawe (1995) 
Answer the following questions based on the case study above. 
1. Identify the entrepreneurial process in the case study. 


2. Do you think Imperial is an entrepreneurial company? 


a Feedback 
| | 1. The entrepreneurial process 


Stage 1 and 2: Identifying an opportunity and defining the business concept 


The Imperial Group afforded Carol, with her extensive experience in the car rental 
business, the opportunity to start Imperial Car Rental. 


At that point Imperial Car Rental was a company that competed in the very 
competitive industry of car rental, with its major competitors controlling 99% of the 
market. The car rental industry could have been considered a growing industry at the 
time. 


Stage 3 and 4: Assessing resource requirements and acquiring those resources 
The company began operation with 9 vehicles, a tiny office, a telephone and two 
carefully selected assistants. The key resource was Carol Scott, who had sales 


experience at Avis and resigned their as sales manager. She probably had very 
good contacts. Imperial's strength was its human resources. 


Stage 5: Implementing and managing the concept 


Carol and her team tackled their tasks with determination and enthusiasm and 
aggressively pursued new business and clients. They offered a first-class service to 
their clients, treating them as top priority. Staff members were empowered to ensure 
that they could make decisions when the need arose. 


2. Imperial is an entrepreneurial company, because they introduced many new 
innovations, for example Speedline, Leisure wheels, Taxi Minicabs and a partnership 
with SAA Voyager's frequent flyer programme. 


2.3 HOW CORPORATE ENTREPRENEURSHIP DIFFERS 


Kuratko et al (2011:35) start by posing several questions to indicate that some of the 
characteristics of entrepreneurship could raise problems when applied to an established 
large organisation. To bring clarity, the authors discuss the similarities and the differences 
between corporate entrepreneurship and the start-up of a new business under the 
following headings: 


The basics apply no matter what the context. 


Kuratko et al (2011:35) point out that the definition of entrepreneurship does not specify 
the context within which entrepreneurship occurs and it could thus occur at start up or in 
size company or even in a non-profit organisation. The authors proceed to explain how the 
entrepreneurial process can unfold in an established company. Varying levels of 
entrepreneurship can occur in different established companies. The authors summarise 
the similarities between corporate and start-up entrepreneurship (in Table 2-1 13 
similarities are listed Kuratko et al 2011:36) and identify three reasons why it is necessary 
to understand these similarities. 


There are some important differences. 


Table 2-2 (Kuratko et al 2011: 38) exhibits a summary of the differences between 
corporate and start-up entrepreneurship and the following differences are discussed on 
pages 37 to 41 in the text book: 


risk 

rewards 

ownership of the company 

the ownership of ideas — legal and psychological ownership 
job security and benefits 
vulnerability 

internal challenges 

the size and scope of the company 
resources 

the impact/scale of the operation 
the internal network of expertise 


The political factor 


Kuratko et al (2011:41-42) alert us to the fact that in established companies you find 
organisation politics, resulting in the entrepreneurs needing to overcome three major 
challenges, namely: 


(1) achieving credibility 
(2) acquiring resources 
(3) overcoming inertia 


The authors explain these challenges. 


Implications of the differences 


The implications of how entrepreneurship differs in the corporate context are discussed in 
terms of: 


motivation and attitude 

conflicting pressures and time horizons 
measures of the entrepreneur's performance 
accountability 

risk orientation 

sense of autonomy and ownership 

operating styles 


General guidelines for managers to assist them in fostering an innovative organisation 
appear in Table 2-3 (Kuratko et al 2011:45). 


2.4 WHERE TO FIND ENTREPRENEURSHIP WITHIN A COMPANY 


Corporate entrepreneurship takes many different forms in the organisation and it can be 
manifested in different ways. Kuratko et al (2011:46-49) discuss seven major ways in 
which entrepreneurship is fostered in established companies: 


traditional research and development 

ad hoc venture team 

new venture divisions or groups 

champions in the mainstream of the organisations 
acquisitions 

outsourcing innovation 

hybrid approaches 


Each of these forms of corporate entrepreneurship is explained and it is indicated that they 
result in different outcomes and types of innovation. The different types of innovation will 
be addressed in the next study unit. 


25 GENERAL FRAMEWORKS FOR UNDERSTANDING CORPORATE 
ENTREPRENEURSHIP 


Kuratko et al (2011:49) introduce three integrative frameworks for understanding corporate 
entrepreneurship in the organisation. These frameworks make it clear that corporate 
entrepreneurship is an organisation-wide phenomenon and that it should be interwoven 
with every aspect of the organisation. The authors discuss: 


(1) the domain framework (Figure 2.1, Kuratko et al 2011:50) 


(2) the sustaining framework (Figure 2.2, Kuratko 2011:51) 

(3) the strategic integration framework (Figure 2.3, Kuratko et al 201 1:52) 

Summary 

Read the ‘Summary and conclusions’ in Kuratko et al (2011:55-56) as they clearly 
summarise the essence of chapter 2. In the next study unit, we will look at the variable 


nature of entrepreneurship. 


Please read the case study "The Challenge of Entrepreneurial Growth’ in the box ‘The 
Innovator’s Notebook’ on pages 53 to 55 of the prescribed book. 


Reflect on the ‘Discussion Questions’ at the end of the case study ‘The Challenge of 
Entrepreneurial Growth’, for all four companies in the case study (Kuratko et al 2011:53- 
55. 


Assessment 


1. | Owing to scepticism, long-standing myths about entrepreneurship have emerged. 
Comment on the ten most notable myths about entrepreneurship. 


2. Entrepreneurship involves a process that can be managed. Describe the five stages 
of the entrepreneurial process that takes place in the organisation and which 
facilitates the development of something new. 


3. | When the entrepreneurial process is applied in an established organisation, the 
manager should appreciate the unique nature of corporate entrepreneurship. 
Discuss the differences between start-up entrepreneurship and _ corporate 
entrepreneurship. 


4. Entrepreneurship can be fostered in many ways in an established company. Identify 
and explain the different ways in which corporate entrepreneurship can manifest 
itself. 


5. The strategic integration framework for corporate entrepreneurship implies that 
entrepreneurship can be integrated into the organisation as a whole. Elaborate on 
how this model proposes to achieve this. 


Possible answers to the assessment questions: 


1. Myths about entrepreneurs. 
You should have examined the following myths, but you could have added other myths to 
your discourse (Kuratko et al 2011:29-32): 


Entrepreneurs are born not made. 

Entrepreneurs must be inventors. 

There is a standard profile or prototype of the entrepreneur. 
To be an entrepreneur, all you need is luck. 

Entrepreneurs are extreme risk takers. 


Entrepreneurial people are academic and social misfits. 
All entrepreneurs need is money. 

Ignorance is bliss for entrepreneurs. 

Most entrepreneurial initiatives fail. 

Entrepreneurship is unstructured and chaotic. 


2. Entrepreneurial process. 
In your answer you should have discussed the following stages which form part of the 
entrepreneurial process (Kuratko et al 2011:32-35): 


identifying the opportunity 

defining the business concept 

assessing the resource requirements 
acquiring the necessary resources 
implementing and managing the concept 
harvesting the venture 


3. Differences.. 

In your answer you could have discussed the differences listed in Table 2-2 as well as 
those discussed under the headings ‘The political factor’ and ‘Implications of the 
differences’ (Kuratko et al 2011:37-44). You could have added other differences mentioned 
in recent articles on the subject. 


4. Major ways in which corporate entrepreneurship can manifest. 


The following seven major ways in which corporate entrepreneurship can manifest in an 
established company are explained in the textbook and you could have explained them or 
added some ways identified in recent articles (Kuratko et al 201 1:46-49): 


through traditional research and development 
in the form of an ad hoc venture team 

as new venture divisions 

champion and the mainstream 

in the form of acquisitions 

as the outsourcing of innovation 

in hybrid approaches 


5. Strategic integration framework. 


This model can be used to illustrate the perspective that entrepreneurship is an overall 
orientation in an organisation. The focus is on the integration of entrepreneurship 
throughout the entire organisation, as opposed to viewing entrepreneurship as a discrete 
activity or behaviour, or a one-off event. (Kuratko et a 2011:52). The model illustrates that 
entrepreneurial intensity has a direct and positive influence on company performance. It 
does this by integrating or interweaving the vision and mission of the firm, the strategies, 
objectives and structures of the organisation, and the overall organisational culture . You 
should refer to how a corporate entrepreneurship strategy is manifested through the 
presence of three elements. Furthermore you should point out that the module has six 
linkages. There is a link between strategy, structure and culture and organisational 
performance. The individual blocks of the model serve to illustrate the individual elements 
of creating an entrepreneurial orientation and allow for managerial interventions at each 
level or stage. 


Study unit 3 


Capturing the entrepreneurial orientation of the organisation 


INTRODUCTION 


This study unit explores the dimensions of corporate entrepreneurship, namely risk taking, 
proactiveness and innovativeness, which manifest in varying degrees of entrepreneurship 
in organisations. Some organisations merely have research and development departments 
whose function it is to develop new products and services for the organisation. Then there 
are organisations that employ the entrepreneurial dimensions of risk taking, innovativeness 
and proactiveness at all levels in the organisation and all employees are encouraged to 
experiment and develop new products and services. In this section the dimensions of 
corporate entrepreneurship are explored in terms of the frequency and degree of 
entrepreneurship and entrepreneurial intensity. Read the “Introduction” on page 58 in 
Kuratko et al (2011). 


Aim of Study Unit 3 


The purpose of this study unit is to deepen your understanding of the entrepreneurial 
levels in organisations, in particular innovativeness, risk taking and proactiveness. You are 
introduced to the measurement of entrepreneurial intensity. We endeavour to answer the 
following questions that could contribute to your understanding of the levels of 
entrepreneurship in organisations: 


How do you determine whether an organisation is entrepreneurial? 

How do you measure the level of innovativeness in an organisation? 

How do you assess the level of risk taking in an organisation? 

How do you evaluate the extent of proactiveness in an organisation? 

How would you measure entrepreneurial intensity in an organisation? 

Does an entrepreneurial grid exist and can you apply it at the organisational level? 
Could you apply the entrepreneurial grid at the level of individual manager? 

What is not known about entrepreneurial intensity? 


Learning outcomes of study unit 


Once you have completed this study unit, you should be able to 


explore the three dimensions of entrepreneurship 

explain how combinations of the dimensions contribute to the concept of degree 
expand upon the concept of entrepreneurial intensity 

apply the entrepreneurial grid to organisations and individual managers 

identify the issues that we know and do not know about entrepreneurial intensity 


Content 


Exploring the dimensions of entrepreneurship 
Innovativeness 


3.1 
3.1.1 
3.1.2 Risk-taking 


3.1.3 Proactiveness 

3.1.4 | Combinations of the dimensions: the concept of degree 

3.2 Entrepreneurial intensity: combining the degree and_ frequency of 
entrepreneurship 


3.3 Applying the entrepreneurial grid to organisations 

3.4 Applying the grid at the level of the individual manager 

3.5 What we know and do not know about entrepreneurial intensity 
Summary 


Unit assessment 


Key concepts 


In conclusion of this study unit you should be able to understand and explain each of these 
concepts. Your understanding of these concepts will enable you to assess the level of 
entrepreneurship in an organisation. 


innovativeness risk taking proactiveness 

degree of entrepreneurship 

frequency of entrepreneurship entrepreneurial intensity 
entrepreneurial grid 


Study pages 58 to 84 in Kuratko, Morris & Covin (2011). 


3.1 EXPLORING THE DIMENSIONS OF ENTREPRENEURSHIP 


To evaluate the entrepreneurial character of an organisation, Kuratko et al (2011:58-74) 
assess the levels of risk taking, proactiveness and innovation in the organisation. A 
definition that is in line with this focus is that of Zahra and Covin (1995:43) 


“Corporate entrepreneurship is reflected in top management's risk taking with 
regard to investment decisions and strategic actions in the face of uncertainty, the 
extensiveness and frequency of product innovation, the related tendency toward 
technological leadership and the pioneering nature of the firm, as is evident in the 
propensity to compete aggressively and proactively with industry rivals”. 


Kuratko et al (2011:58-73) explore the three dimensions of risk taking, innovativeness and 
proactiveness in greater detail: 


3.1.1. INNOVATIVENESS 


Innovativeness refers to the extent to which an organisation does things in novel, different 
and unique ways. A range of possibilities exist and Kuratko et al (2011:58-66) discuss 
three types of options: 


(1) New or improved products 

(2) New or improved services. A range of innovative options that apply to products or 
services are listed in Figure 3-1 (Kuratko et al 2011:59). 

(3) _. Process innovation. A range of innovative options that apply to processes are listed 
in Table 3-1 (Kuratko et al 2011:60). 


In the subsequent paragraphs in this section, Kuratko et al (2011: 59-62) discussed the 
following issues: 


External and internal factors that contribute to the pressure to innovate 

Ways in which the push for innovation manifests 

The impact of heightened innovation activity on success rates 

Management’s focus on maximizing the success of proven products, services and 

process 

e Management of innovation — an oxymoron 

e Dilemmas of innovation (Table 3-2, Kuratko et al 2011:62) 

e Best practices in innovative organisations. The results of two major studies of the 
determinants of innovative success are discussed, namely, the study of Synectics 
(indentified 12 characteristics) and the study under the auspices of the Product 
Development and Management Association (identified 10 best innovation practices — 
Table 3-3, Kuratko et al 2011:65). 

e Annecdotal observations of respected commentators 

e Type of innovation 


3.1.2 RISK TAKING 


To Kuratko et al (2011:66) risk taking involves the willingness on the part of the 
organisation to pursue opportunities that have a reasonable likelihood of producing losses 
or significant performance discrepancies. Loss is measured in terms of the probability of 
loss and the magnitude of loss. In corporate entrepreneurship the emphasis is on 
moderate and calculated risks. Successful innovations by organisations are a function of 
both the success average and the frequency of market-incursions. 


A curvilinear relationship exists between innovation and risk-taking as illustrated in Figure 
3-2 and discussed by Kuratko et al (2011:67-68). 


The level of risk taking assumed by an organisation varies with the type of innovation 
under consideration. Kuratko et al (2011:68) discuss four innovation types in respect of 
product innovation, namely: 


(1) Discontinuous innovation 

(2) Dynamically continuous innovation 
(3) Continuous innovation 

(4) Imitation 


The relationships between risk and these four innovation types are discussed and 
illustrated in Figure 3-3 (Kuratko et al 2011:69). The authors differentiate between two 
types of risk, namely ‘sinking the boat’ risk and ‘missing the boat’ risk and explain their 
contribution to total risk (illustrated in Fig 3-4, Kuratko et al 2011:71). 


3.1.3 PROACTIVENESS 


Kuratko et al (2011:71-73) point out that a clear finite definition does not yet exist and they 
discussion several definitions, eg that of Miller, Venkatraman, Bateman and Grant, Buss 
and refers to research bu Green, Covin and Slevin. Proactiveness is concerned with 
implementation, with taking responsibility and doing whatever is necessary to bring an 
entrepreneurial concept to fruition. It usually involves perseverance, adaptability and 
willingness to assume responsibility for failure. An illustration of the proactiveness 
dimension is given. In conclusion, the proactiveness of an entrepreneur lies in recognising, 
properly defining and effectively communicating the potential of the invention and then in 


achieving acceptance for the invention within the company, getting it implemented (if itis a 
process), launching it (if it is a product) and achieving commercial success or failure. 


Activity 3.1 


Choose a company and collect as much information about the company as you can from 
the internet, press releases, newspapers, company marketing material, interviews with 
employees and managers etc. Analyse the company and write a report on whether you 
think the company is entrepreneurial. In other words, does the company take risks, and is 
it innovative and proactive? 


Feedback 
In your investigation and analysis of the company of your choice, you should have 
searched for answers to the following questions: 


e Has the company introduced new products and services? 

e Have existing products and services been modified? 

e Has the company been involved in mergers, acquisitions, joint ventures or other 
attempts to grow the business? 

e How innovative are they in managing the business? 

e What new processes and other attempts at improving the efficiency and 
effectiveness of operations have been considered? 

e To what extent did the company's products and services have an impact on the 
market? 

° Did the initiatives of the company involve great risks? 

e To what extent is the company proactive in its dealings and operations? 


3.1.4. COMBINATION OF THE DIMENSIONS: THE CONCEPT OF DEGREE 


The three dimensions can occur in different combinations and each dimension can be 
scored on a continuum, which would then indicate the ‘degree of entrepreneurship’. For 
example, a new product can be very innovative but not very high-risk, nor require a 
significant degree of proactiveness. 


The authors explain two approaches, with examples, to the calculation of the degree of 
entrepreneurship: 


(1) The multiplicative function: 
Degree of entrepreneurship = degree of innovativeness x degree of risk taking x 
degree of proactiveness 

(2) The additive function 
Degree of entrepreneurship = degree of innovativeness + degree of risk taking + 
degree of proactiveness 


For this book, Kuratko et al (2011:74) has adopted the latter function — the additive 
conceptualisation of degree of entrepreneurship. 


In addition to the varying degrees of entrepreneurship in an organisation, there may also 
be a varying number of entrepreneurial events in an organisation over a given period of 
time. In the next section Kuratko et al (2011:74-75) discuss entrepreneurial intensity. 


U 


Activity 3.2 


Following on from Activity 3.1, comment on the degree of entrepreneurship that exists in 
the company you have analysed. 


Feedback 


The degree of entrepreneurship refers to the extent to which an event is innovative, risky 
and proactive. 


By analysing the activities/events listed in the feedback to Activity 3.1 you can decide on 
the degree of innovativeness (varying between highly to nominally), risk taking (varying 
between significant to limited) and proactiveness (varying between requiring considerably 
or little) in the company. 


3.2 ENTREPRENEURIAL INTENSITY: COMBINING THE DEGREE AND 
FREQUENCY OF ENTREPRENEURSHIP 


The degree of entrepreneurship refers to the level or extent to which each of the 
dimensions, innovativeness, risk taking and proactiveness, occurs in the organisation. The 
frequency of entrepreneurship refers to how many entrepreneurial events take place within 
a given period of time. If the degree of entrepreneurship and the frequency of 
entrepreneurship are combined, we can measure the intensity of entrepreneurship in the 
organisation. Kuratko et al (2011:74-76) discuss entrepreneurial intensity in the 
organisation. 


Entrepreneurial intensity can be assessed for an organisation as a whole, for an 
entrepreneurial event in the organisation, or in respect of a particular manager. 


Kuratko et al (in Fig 3-5 2011:75) compiled a matrix, an entrepreneurial grid, as a means of 
comparing the frequency and degree of entrepreneurship and to determine entrepreneurial 
intensity. The authors identified five scenarios which reflect the variable nature of 
entrepreneurial intensity in the organisation: 


(1) periodic/incremental 

(2) _continuous/ incremental 
(3) periodic/discontinuous 
(4) dynamic 

(5) revolutionary 


The dimensions of risk taking, innovativeness and proactiveness need not exist at a 
maximum or optimum level in an organisation, but a fair degree of each is imperative to 
ensure that the organisation is entrepreneurial and competitive. 


3.3 APPLYING THE ENTREPRENEURIAL GRID TO ORGANISATIONS 


The entrepreneurial grid is a useful tool for managers who are attempting to determine the 
role of entrepreneurship within the organisation. Kuratko et al (2011:76-78) use five 
companies as examples in comparing the degree and frequency of entrepreneurship in 
each and place them on the entrepreneurial grid (Fig 3-6 Kuratko et al 2011:76). 


The entrepreneurial strategy of a company can be defined by plotting companies on the 
grid. Both internal and external factors can determine where a company falls on the 
entrepreneurial grid. 


Activity 3.3 


Draw an entrepreneurial grid and plot the organisation that you have analysed in Activity 
3.1 and 3.2 on the grid. Comment on the entrepreneurial intensity in the company. Is 
entrepreneurship in the company periodic/incremental, continuous/ incremental, periodic/ 
discontinuous, dynamic or revolutionary? 


Feedback 


To summarise: 

e Companies that display a low degree and frequency of entrepreneurship are periodic 
or incremental in entrepreneurial intensity. 

e Companies that display a low degree and high frequency of entrepreneurship are 
continuous or incremental in entrepreneurial intensity. 

e Companies that display a high degree but low frequency of entrepreneurship are 
periodic or discontinuous in entrepreneurial intensity. 

e Companies that display a high degree and frequency of entrepreneurship are 
revolutionary in entrepreneurial intensity. 

e Companies that display an average degree and average frequency of entrepreneur- 
ship are dynamic in entrepreneurial intensity. 


The company that you have identified may not necessarily fall perfectly into one of these 
five scenarios, but may fall in between two or three scenarios. 


3.4 APPLYING THE ENTREPRENEUNIAL GRID TO THE LEVEL OF THE 
INDIVIDUAL MANAGER 


The entrepreneurial grid can be used to determine the entrepreneurial intensity of 
individual managers. The entrepreneurial intensity of an individual is not only determined 
by the frequency and degree of entrepreneurship, but also by the individual's response to 
environmental circumstances and the individual's personality traits. 


3.5 THINGS WE KNOW AND DO NOT KNOW ABOUT ENTREPRENEURIAL 
INTENSITY 


In this section Kuratko et al (2011:80-82) highlight the following with regard to 
entrepreneurship in companies: 


e Entrepreneurship in organisations matters, because research has proven that 
organisations with stronger entrepreneurial orientation perform better. The exhibition 
of entrepreneurial intensity generally improves the functioning and performance of 
the organisation. 


e There is no best place on the entrepreneurial grid. The ideal point is industry and 
market specific. 


e Within companies, the entrepreneurial orientation can be expected to differ 
significantly between various divisions, units, departments and areas. 


e It is not known under what conditions entrepreneurial degree is the strongest 
contributor to company performance, or when entrepreneurial frequency is the 
strongest contributor to company performance. 


WA 


e What is not known is the types and amounts of costs associated with entrepreneurial 
intensity. 


° Entrepreneurial intensity is likely to play a role in determining the relationships 
between the nature of the external environment of the organisation, the strategy of 
the organisation, and the internal structure of the company. It will also play a role in 
integrating these three variables. 


e It is not clear whether high levels of entrepreneurial intensity can be sustained. 


SUMMARY 


This study unit further defined corporate entrepreneurship by addressing the dimensions of 
corporate entrepreneurship and the degree and frequency of entrepreneurship. The 
degree and frequency of entrepreneurship, combined, gives an_ indication of 
entrepreneurial intensity. Read the “Summary and conclusion” on page 84 in your 
prescribed book. 


Study unit 4 deals with the forms of corporate entrepreneurship in the organisation. 


Read ‘Keeping Innovation Alive at Proctor & Gamble’ in the box ‘the Innovator’s Notebook’ 
(Kuratko et al 2011:82-84). 


Reflect on the entrepreneurial dimensions applied by Proctor & Gamble in the case study 
(Kuratko et al 2011:82-84) and place the company on the entrepreneurial grid. 


Assessment 


1. | Three dimensions characterise and entrepreneurial organisation. Describe the three 
dimensions of corporate entrepreneurship. 


2. Entrepreneurial intensity involves both a degree and frequency of entrepreneurship. 
Explain the concepts of degree and frequency of entrepreneurship. 


3. Kuratko, Morris and Covin developed a matrix on which to indicate the 
entrepreneurial intensity of organisations. Draw an entrepreneurial grid and indicate 
where on the entrepreneurial grid the organisation for which you are working is 
located. 


4. The entrepreneurial intensity can be measured for both organisations and 
individuals. How would you apply the entrepreneurial grid to organisations and 
managers? 


5. Following the detailed discussion of entrepreneurial intensity, Kuratko et al (201 1:80) 
point out that much is still to be clarified regarding entrepreneurial intensity. Which 
issues need further clarification? 


Possible answers to the assessment questions 


1. 


Dimensions of corporate entrepreneurship. Your answer should include a discussion 
of the three dimensions, risk taking, innovativeness and proactiveness, which are 
explained on pages 58-74 in Kuratko et al (2011). 


Entrepreneurial intensity: degree and frequency of entrepreneurship. Refer to pages 
74 to 75 in Kuratko et al (2011) for an explanation of the concepts of degree and 
frequency of entrepreneurship. 


Entrepreneurial grid. It is explained on pages 74 to 78 in Kuratko et al (2011). Which 
scenario typically applies to your organisation? Would your colleagues agree with 
you allocation? You should be able to apply what you have studied about the 
frequency and degree of entrepreneurship and plot organisations appropriately on 
the grid. 


Entrepreneurial grid applied to organisations and managers. Refer to pages 75 to 79 
in Kuratko et al (2011) for an explanation. 


Entrepreneurial intensity: issues still to be clarified. These issues are explained in 
detail on pages 80 to 81in Kuratko et al (2011) and the essence of each is 
mentioned in section 3.5 above. 


Study unit 4 


How entrepreneurship takes different forms 


INTRODUCTION 


In the previous study unit we discussed the concept of entrepreneurial intensity. 
Entrepreneurial intensity is the combination of the degree and frequency of 
entrepreneurship. High levels of entrepreneurial intensity (that is, degree and frequency of 
entrepreneurship) can be achieved in many ways. How do you think that the organisation 
can achieve high levels of entrepreneurial intensity? In other words, how do you think that 
the organisation can achieve high levels of degree and frequency of entrepreneurship? In 
the ‘Introduction’ Kuratko et al (2011:85) explain that entrepreneurship is manifested in 
companies either through corporate venturing or strategic entrepreneurship. Each of these 
concepts are explained. The different forms that corporate entrepreneurship can take are 
delineated in Figure 4-1 (Kuratko et al 2011:86). 


Aim of the Study Unit 


In this study unit we delineate the major forms assumed by entrepreneurship in 
organisations and then briefly review the open model of innovation within which corporate 
entrepreneurship forms are increasingly pursued. We endeavour to answer the following 
questions: 


What is corporate venturing? 

What are the motives for corporate venturing? 

How is corporate venture capital utilised? 

What is strategic entrepreneurship? 

What are the different forms of strategic entrepreneurship? 

How is the business model used as a vehicle for corporate entrepreneurship? 
What is open innovation revolution? 


Learning outcomes of the study unit 
Once you have completed this study unit, you should be able to 


explain the concept ‘corporate venturing’ 

support the motives for corporate venturing 

discuss the utilisation of corporate venture capital 

justify strategic entrepreneurship in pursuit of competitive advantage 

describe the different forms of strategic entrepreneurship 

explore how the business model can be used as a vehicle for corporate 
entrepreneurship 

e give reasons why companies are increasingly choosing to pursue an open innovation 
model 


Contents 


Corporate venturing: bringing new business to the organisation 
1 The concept of corporate venturing and its modes 
.2 What is a new business? 
.3 Motives for corporate venturing 
4 Corporate venture capital 
.5 Satisfaction with corporate venturing 
4.2 Strategic entrepreneurship: innovating in pursuit of competitive advantage 
4.2.1. The concept of strategic entrepreneurship 
4.2.2 The forms of strategic entrepreneurship 
4.3. The business model as a vehicle for corporate entrepreneurship 
4.4 The open innovation revolution 


Summary 


Unit assessment 


Key concepts 


In conclusion of this study unit you should be able to understand and explain each of these 
concepts. Your understanding of these concepts will enable you to utilize corporate 
venturing and strategic entrepreneurship to advance corporate entrepreneurship. 


corporate venturing 
corporate venture capital 
strategic entrepreneurship 
business model 

open innovation model 


Study pages 85 to 112 in Kuratko, Morris & Covin (2011). 


4.1 CORPORATE VENTURING: BRINGING NEW BUSINESS TO THE 
ORGANISATION 


4.1.1. | The concept of corporate venturing and its modes 


Kuratko et al (2011:88) start this section by defining corporate venturing and its three 
components, namely: 


(1) internal corporate venturing — create and own new businesses 

(2) cooperative corporate venturing - create new businesses and own together with 
external development partners 

(3) external corporate venturing — new businesses are created outside the company and 
subsequently acquired by the company 


4.1.2 What is new business? 


Corporate venturing is essentially creating new business for the organisation. Kuratko et al 
(201 1:87-88) identified two ways of defining a new business. The first definition of a new 
business is from the corporate growth strategy matrix, illustrated in Figure 4-2: a new 
business can be in the form of new markets and/or new products which are added to the 
organisation's existing product offering and markets served. The second, less restrictive, 
definition of a new business, illustrated in Figure 4-3, includes intermediate-level variations 
of market and product novelty. 


4.1.3. Motives for corporate venturing 


The authors explain the motives for embarking on corporate venturing. From research, two 
sets of motives for embarking on internal corporate venturing have been identified: 


(1) Leveraging - to exploit existing corporate competencies in new product or market 
arenas 

(2) Learning - to acquire new knowledge and skills that are useful in existing product 
and market arenas 


When the overall motive is leveraging, organisations engage in corporate venturing for five 
specific reasons, explained on page 89 (Kuratko et al 2011). 


When the overall motive is learning, three major types of learning drive the corporate 
venturing, explained on page 89 (Kuratko et al 2011). 


The authors discuss research findings pertaining to motives for corporate venturing by 
Miles and Covin, as well as by Kuratko, Covin and Garrett. 


4.1.4 | Corporate venture capital 


Kuratko et al (2011:92) first distinguishes between internal venture capital and external 
venture funds. They explain that corporate venture capital investments tend to follow the 
economic cycles. They discuss the findings of a survey conducted by Ernst & Young. The 
authors refer to Chesbrough’s framework that links capital investments in corporate 
venturing to the strategic agenda of the organisation. He identified and discussed four pure 
types of corporate venture capital investment, namely: 


(1) driving investments 
(2) enabling investments 
(3) emergent investments 
(4) passive investments 


4.1.5 Satisfaction with corporate venturing 

The corporate venturing surveys done by Accenture in 2001 and the Bain and Company 
2003 Management Tool survey were used to determine companies' motives for embarking 
on corporate venturing and their satisfaction with their venturing initiatives. 

For your own information, please read Kuratko et al (2011:96-97) on satisfaction with 


corporate venturing. 


Activity 4.1 


Read the business section in your local newspaper. Look for articles about South African 
or international companies that have embarked on corporate venturing activities. 


List the names of the companies and the type of corporate venturing activity. 


Feedback 


You should look for examples of internal corporate venturing, cooperative corporate 
venturing and external corporate venturing. 


4.2 STRATEGIC ENTREPRENEURSHIP: INNOVATING IN PURSUIT OF 
COMPETITIVE ADVANTAGE 


4.2.1. The concept of strategic entrepreneurship 


Strategic entrepreneurship is a second major category of approaches to corporate 
entrepreneurship. Essentially, it involves organisationally consequential innovations that 
are adopted in the pursuit of competitive advantage. The innovations can represent either 
fundamental changes from the organisation’s past strategies or represent bases on which 
the organisation is fundamentally differentiated from its industry rivals. 


4.2.2 The forms of strategic entrepreneurship 
Strategic entrepreneurship can take one of five forms: 


(1) strategic renewal 

(2) sustained regeneration 

(3) domain redefinition 

(4) organisational rejuvenation 

(5) business model reconstruction 


Kuratko et al (2011:98-102) discuss strategic entrepreneurship and the five forms it could 
take in the organisation in detail. 


4.3 THE BUSINESS MODEL AS A’ VEHICLE FOR CORPORATE 
ENTREPRENEURSHIP 


A business model can be defined as a “concise representation of how an interrelated set of 
decision variables in the areas of venture strategy, architecture and economics will be 
addressed to create sustainable competitive advantage in defined markets” (Kuratko et al 
2011:102). 


Kuratko et al (2011:103) provide six basic questions that the business model should 
address. 


The authors indicate that decisions regarding these six areas can be made at three levels 
in the organisation: 


(1) foundation level — basic decisions 
(2) proprietary level — unique innovations 
(3) rule level — guiding principles 


The business module of South West Airlines is discussed as an example. Apple computer 
is another example that is used to illustrate the concepts. 


WA 


4.4 OPEN INNOVATION REVOLUTION 


An open innovation revolution is a general approach to innovation that implies that the 
organisation is not solely reliant on its own resources for technology, product or business 
development (Kuratko et al 2011:107). Inputs in innovation are obtained from outside 
sources. The authors give four reasons why companies are increasingly pursuing an open 
innovation model: 


(1) Importing new ideas is a good way to multiply the building blocks of innovation. 

(2) Exporting ideas is a good way to raise cash and keep talent. 

(3) Exporting ideas gives companies a way to measure an innovation’s real value and to 
ascertain whether further investment is required. 

(4) Exporting and importing ideas helps companies clarify what they do best. 


Summary 


In this study unit the two forms of corporate entrepreneurship, namely corporate venturing 
and strategic entrepreneurship, are discussed in detail. The business model as a vehicle 
for corporate entrepreneurship is described and the open innovation revolution is 
presented as a new concept in innovation in the organisation. Read the ‘Summary and 
Conclusions’ on page 112 (Kuratko et al 2011). 


Topic 2, Study unit 5 deals with human resources and the entrepreneurial organisation. 


Read ‘The World’s Best Companies for Innovation’ in the box ‘The Innovator’s Notebook’ 
on pages 109 to 111 (Kuratko et al 2011). 


Reflect onthe ‘Discussion—questions’that—follow—“The—world’s best companies—for 
innovation’. 


Assessment 


1. Corporate venturing includes three different methods for creating, adding to or 
investing in new businesses. Compare the three methods. 


2. Two sets of motives drive the practice of internal corporate venturing — leveraging 
and learning. State the reasons why organisations would embark on corporate 
venturing when the overall motive is leveraging. 


3. Venture capital funds can be used internally or externally. Describe four pure types 
of corporate venture capital investments. 


4. Strategic entrepreneurship is an alternate form of corporate entrepreneurship. Define 
the concept ‘strategic entrepreneurship’ and elaborate on the forms it can take in the 
organisation. 


5. An organisation's business model can be used as a vehicle for corporate 
entrepreneurship. Explain what is meant by a business model and then describe a 
business model that can act as a vehicle for corporate entrepreneurship. 


6. 


Open innovation refers to a general approach to innovation, not to a specific form of 
corporate entrepreneurship. Discuss why companies should choose an open 
innovation model for developing innovation in the business. 


Possible answers to the assessment questions 


1. 


Forms of corporate venturing. You should have explained the three forms of 
corporate venturing (Kuratko et al 2011:86), namely: 


(1) internal corporate venturing 
(2) cooperative corporate venturing 
(3) external corporate venturing 


Reasons to embark on corporate venturing when the overall motive is leveraging. 
Five reasons are given on page 89 (Kuratko et al 2011), namely: 


(1) To exploit underutilized resources 

(2) To extract further value from existing resources 

(3) To apply competitive pressure on internal suppliers 
(4) To spread the risk and cost of product development 
(5) To divest noncore activities 


Pure types of investments. You should have explained the four pure types identified 
by Chesbrough (p 95-96 in your textbook), namely: 


(1) driving investments 
(2) enabling investments 
(3) emergent investments 
(4) passive investments 


Definition of strategic entrepreneurship and its forms. In answer to this question, you 
should have provided the definition of strategic entrepreneurship (Kuratko et al 
2011:97-102) and the five forms it can take, namely: 


(1) strategic renewal 

(2) sustained regeneration 

(3) domain redefinition 

(4) organisational rejuvenation 

(5) business model reconstruction 


A definition of the business model appears on page 102 (Kuratko et al 2011). 

A business model can be defined as a concise representation of how an interrelated 
set of decision variables in the areas of venture strategy, architecture and economics 
will be addressed” (Kuratko et al 2011:102). 


Six areas that should be addressed by the model are identified and the decisions 
with regard to these six areas are made at three levels — foundation, proprietary and 
rules levels (Kuratko et al 2011:103-104) 


The open innovation model is explained on pages 107 to 109 in your textbook and 
reasons are given as to why organisations are increasingly choosing to pursue an 
open innovation model. 


Topic 2 


Designing entrepreneurial organisations 


The aim and learning outcomes of the topic 


The purpose of this topic is to introduce you to the components that go towards creating an 
entrepreneurial organisation, and to enable you to develop an organisational environment 
that supports and encourages entrepreneurial behaviour on the part of employees. The 
work of creative and innovative employees, appropriate human resources practices and 
organisational strategy, structure and culture that foster the development of innovation all 
contribute to the creation of an entrepreneurial organisation. 


Learning outcomes 


Once you have completed this topic, you should be able to 


e evaluate an organisational structure and suggest how it can be more conducive to 


entrepreneurship 


e comment on how the human resource function can support entrepreneurship in the 


organisation 


e analyse the culture in a company and determine if the elements of culture that 


support corporate entrepreneurship are present 
foster creativity in organisations 


develop and implement entrepreneurial corporate strategies 
explain the role strategic management plays in corporate entrepreneurship 
structure the organisation for entrepreneurship 

develop an entrepreneurial culture in the organisation 


Overview of the topic 


Topic 2 comprises five study units. 


Topic 2 

Study unit 5 Study unit 6 Study unit 7 Study unit 8 Study unit 9 
Corporate Structuring the The people The people Building cultures 
strategy and company for factor |: factor II: to support 
entrepreneurship | entrepreneurship | Fostering Human entrepreneurship 

creativity resources 

within management 

organisations 


Study unit 5 


Corporate strategy and entrepreneurship 


INTRODUCTION 


Organisational strategy attempts to determine where a firm wants to go and how it is going 
to get there. When entrepreneurship is added to strategy, where the firm can go and how 
fast it gets there are greatly enhanced. In this study unit the relationship between strategy 
and entrepreneurship is investigated. The forces creating the need for entrepreneurial 
strategies will be identified within the context of the competitive landscape. The concept of 
dominant logic will be introduced; technological considerations within the context of 
corporate strategy are reviewed; key concepts surrounding strategy management as it 
relates to entrepreneurship will be presented; and critical mistakes when formulating 
entrepreneurial strategy are outlined. Read the ‘Introduction’ on page 200 in Kuratko et al 
(2011). 


Aim of the Study Unit 


The purpose of this study unit will be to explore the relationship between corporate 
strategy and entrepreneurship. Forces creating the need for entrepreneurial strategies will 
be identified within the context of the new competitive landscape. The concept of dominant 
logic will be introduced, together with the need for entrepreneurship to serve as the 
dominant logic in a company. Technological considerations within the context of corporate 
strategy are reviewed. Key concepts pertaining to strategic management as it relates to 
entrepreneurship will be explored. The major elements of an entrepreneurial strategy will 
be presented. Finally, critical mistakes made when formulating entrepreneurial strategies 
will be examined. We will endeavour to answer questions such as: 


e How does corporate strategy facilitate and promote the development of 
entrepreneurship in the organisation? 

e Which forces create the need for entrepreneurial strategies within the context of the 
new competitive landscape? ? 

e How does dominate logic fit the competitive landscape? 

e Why is there a need for entrepreneurship to serve as the dominant logic in a 
company? 

e Which technological considerations within the context of corporate strategy should 
be reviewed? 

e What is the difference between technology-push and market-pull approaches? 

e What are the major elements of an entrepreneurial strategy? How do managers 
integrate entrepreneurship with strategy? 


Learning outcomes of study unit 


Once you have completed this study unit, you should be able to 


e elaborate on the changing landscape and the fit of the dominant logic into this 
landscape 

describe the role of strategic management and corporate strategy 

integrate entrepreneurship with strategy 

manage innovation strategically 

explore the relationship between technology, entrepreneurship and strategy 

identify key strategic concepts that surround the strategy formulation process 


e discuss the key factors that contribute to a well-conceptualized entrepreneurial 
strategy 


[Ess Contents 


5.1 The changing landscape 


5.2 Does the dominant logic fit the competitive landscape? 
5.3 The role of strategic management and corporate strategy 
5.4 Integrating entrepreneurship with strategy 

5.5 Managing innovation strategically: a portfolio approach 
5.6 Technology, entrepreneurship and strategy 

5.7 Technology limits and platforms 

5.8 Technology-push versus market-pull approaches to innovation 
5.9 Key strategic concepts: entrepreneurship as a driver 
5.10 Entrepreneurial strategy: some contributing factors 

5.11 Implementation issues: fatal visions 

Summary 


Unit assessment 


6a Yi Key concepts 
: In conclusion of this study unit you should be able to understand and explain each of these 


concepts. Your understanding of these concepts will enable you to _ integrate 
entrepreneurship with the corporate strategy. 


changing landscape 
strategic inflection points 
competitive landscape 
corporate strategy 
strategic management 
entrepreneurial strategy 
technology 

fatal visions 


Study pages 147 to 183 in Kuratko, Morris & Covin (2011). 


5.1 THE CHANGING LANDSCAPE 


Companies today find themselves operating in a dynamic and competitive landscape. 
Kuratko et al (2011:148) characterise the environment in terms of four powerful forces: 


(1) change — the game itself is different 

(2) complexity — much more to manage than in the past 

(3) chaos — outcomes are governed by nonlinear differential equations 
(4) contradiction — embrace contradiction by replacing ‘or with ’and’ 


Grove in Kuratko et al (2011:149) introduces the concept of strategic inflection points as a 
means of visualising the changing landscape. Some examples of strategic inflection points 
are given in Table 6.1. 


Given that companies are operating in a changing landscape, how do they maintain a 
competitive advantage? This question will be answered in the subsequent sections. 


Activity 5.1 


Businesses operate in a dynamic environment. Conduct research by reading newspapers 
and searching the Internet for changes that companies have made internally and changes 
that have occurred in industries as a result of a dynamic external environment. 


Feedback 


You could have given several examples from your search. The following are some 
examples of internal changes companies have made and changes in industries as a result 
of a dynamic external environment. 


1. | Due to a very dynamic market, short time to market, great flexibility of the products 
and tough competition, Phillips introduced a mini company structure at its Reormond 
factory in Netherlands. The mini company structure involves making individual units 
responsible for a complete and well-defined part of the manufacturing process. 
There are three mini companies in the factory, each consisting of a unit leader and 
between 16 and 55 operators. The plant practises concurrent engineering, that is, 
there is overlap between the development and production stages. The product is in 
production, but not yet fully developed. Tests are performed on the shop floor and 
not in the laboratory. Continuous improvement is needed to ensure higher yields, 
better quality and timely delivery. 

2. Turmoil in the global apple market forced hard-pressed South African producers to 
seek salvation in an industry overhaul. About 100 of South Africa's 1 000 apple 
growers were forced into liquidation within months. An over-supply of apples, falling 
prices and aggressive competition from producers in New Zealand, Europe, China 
and Chile threatened to dissolve one third of the once booming industry. Strategies 
were developed to salvage the industry. The wide-ranging strategies included 
improving fruit-handling facilities, developing new markets, increasing market 
access, promoting skills development and improving information systems, 
infrastructure and technology. 


a2 DOES THE DOMINANT LOGIC FIT THE COMPETITIVE LANDSCAPE? 


In this chapter, Kuratko et al (2011:150) ask how organisations achieve a sustainable 
competitive advantage in a competitive landscape. They discuss the concept of “dominant 
logic’. Dominant logic refers to the way in which managers conceptualise their business 
and make resource allocation decisions. The dominant logic that is optimal for an 
organisation today, may not be appropriate for that organisation five years from now. 


The authors also indicate that one means of creating a dynamic dominant logic is to make 
entrepreneurship the basis upon which the organisation is conceptualised and resources 
are allocated. 


5.3 THE ROLE OF STRATEGIC MANAGEMENT AND CORPORATE STRATEGY 


Achieving a sustainable competitive advantage requires of managers to think strategically 
and to develop an appropriate strategy. Kuratko et al (2011:151-152) define strategic 
management and discuss the concept of strategic thinking. 


Strategic management basically involves the formulation of long-term plans for the 
effective management of external opportunities and threats in view of the company's 
internal strengths and weaknesses. According to Kuratko et al (2011:152), strategic 
management is more than developing a plan and strategy — it is a way of thinking. It 
involves a continuous search for a competitive advantage. 


The authors also make a distinction between strategy and operational effectiveness. 
Entrepreneurship may serve as the dominant logic of the organisation and can play an 
important role in its strategy. In the next section, Kuratko et al (2011) discuss how to 
integrate entrepreneurship with strategy. 


5.4 INTEGRATING ENTREPRENEURSHIP WITH STRATEGY 
The integration of entrepreneurship with strategy has two aspects, namely: 


(1) Developing a corporate strategy that is entrepreneurial— that is, applying creativity 
and entrepreneurial thinking to the development of a core strategy for the 
organisation. Kuratko et al (2011:153) discuss the relationship between corporate 
venturing activities and the overall business strategy. They introduce five models or 
approaches to this relationship. These models are highlighted in Figure 6.1. 


(2) Develop a strategy for entrepreneurship — this refers to developing strategies for 
entrepreneurial activities in the organisation. On page 156 to 157 the authors identify 
the six most salient decision areas around which strategy decisions can be made. 


The two concepts above are related. Managing innovation strategically will be discussed 
next. 


55 MANAGING INNOVATION STRATEGICALLY: A PORTFOLIO APPROACH 


Most companies do not have a strategy for innovation. Their innovation efforts are 
irregular, infrequent and often reactive. If a company did have a strategy for innovation, 
specific goals and objectives for innovation would exist, and these goals and objectives 
would be monitored and performance would be measured. Adjustments would be made to 
keep the company on track in terms of its innovation strategies and goals. 


Kuratko et al (2011:158) describe the seven core components of strategic innovation. 


Just as a company manages a portfolio of products and services and business units, it 
also needs to manage a portfolio of innovations. 


Management should attempt to balance innovation projects by balancing 


e high-risk, high-return projects against low-risk, low-return projects 

e discontinuous or dynamically continuous innovations against continuous innovations 
and imitations 

e products and services intended for markets the company currently serves against 
ones for markets that are new to the company 

e projects with shorter development cycles and pay-offs against ones with long-term 
outcomes 


e projects utilising new technologies against projects that utilise technology that the 
company is familiar with 


Companies should move away from a project mentality to a portfolio mentality when 
involved in innovation projects. Figure 6.2 in Kuratko et al (2011:159) shows examples of 
innovation portfolios, while Figure 8.3 illustrates how the characteristics of the different 
innovations reflect the trade-offs mentioned above when attempting to balance innovation 
projects. 


With a portfolio approach the company is concerned about the overall success of 
innovation projects, accepting the possibility that some failures may occur. Kuratko et al 
(2011:160-161) explain the strategic and structural implications of the design of the 
innovation portfolio. 


The portfolio approach allows trade-offs between projects and allows a continuous stream 
of innovation. Integrating entrepreneurship and strategy within the corporation requires an 
understanding of the role of technology as a determinant of organisational success. The 
following section deals with technology management and related matters that tend to be of 
strategic importance to the entrepreneurial organisation. 


5.6 TECHNOLOGY, ENTREPRENEURSHIP AND STRATEGY 


In recent years, technology has played a big role in every business. In fact, the high levels 
of technological development and proliferation have resulted in a drive for the 
commercialisation of new technology and high levels of entrepreneurship. 


The rapid development in technology has presented the corporate entrepreneur with both 
opportunities and threats, which are discussed in detail in the prescribed book. 


According to Kuratko et al (2011:162 ), innovation strategy must be complemented by 
technology strategy. The entrepreneurial firm recognises the power of technology in 
developing new products and achieving a sustainable competitive advantage. In compiling 
a technology strategy, management should address two issues: 


(1) how it wants to use technology to position its products and services in the market 
(2) how it should utilise technology to improve internal processes 


The authors further discuss the following issues: 


e the relationship between technology strategy and business strategy 
e Fusfeld’s model for conceptualising how technology-related concerns enter into the 
business planning process — four steps are explained 


ant TECHNOLOGY LIMITS AND PLATFORMS 


Technology has its limits. The development of technology is dynamic and rapid and a 
particular technology may quickly become obsolete. It is important to know when a 
particular form of technology has been surpassed by new technology and when to develop 
new technology in response. 


Kuratko et al (2011:166-167) distinguish between sustaining and disruptive technologies 
and explains a related concept ‘technological platforms’. 


5.8 TECHNOLOGY-PUSH VERSUS  MARKET-PULL APPROACHES TO 
INNOVATION 


Organisations usually have a technology-push and/or market-pull orientation to innovation. 
With technology-push, employees try to find technological possibilities and develop 
products based on them. They focus on the technology and assume that the market will 
want the product. Market-pull approaches to innovation, on the other hand, start with the 
customer's needs. Customers are the source of new product ideas and their input is 
instrumental in the design and development of products. Usually technology-push 
approaches result in breakthrough innovation — both discontinuous and dynamically 
continuous innovation. But these innovations may not be what customers want. Market-pull 
approaches result in incremental advances — both continuous innovation and imitation. 
But these innovations usually have short-term pay-offs. The management should ensure 
that there is a match between technology-push and market-pull innovation. Technological 
possibilities have to be explored within the limits of understanding customer segments and 
customer needs now, and in the future. 


5.9 KEY STRATEGIC CONCEPTS: ENTREPRENEURSHIP AS A DRIVER 


The role of entrepreneurship in strategy and the role of strategy in entrepreneurship are 
further explained by Kuratko et al (2011:169-174). The authors discuss the following 
concepts in the strategy formulation process in detail: 


(1) Strategic advantage. This refers to establishing in the minds of customers an 
enduring value difference between the products and services of the organisation and 
those of competitors. 

(2) Strategic positioning. This refers to how the organisation wants to be perceived in 
the market place. 

(3) Strategic flexibility and adaptation. Strategic flexibility involves a willingness to 
rethink continuously and make adjustments to the current action plans, strategies, 
structure, culture and managerial systems as needed, in order to remain competitive. 

(4) Strategic leverage. Leveraging is a creative process that results in doing more with 
fewer resources by finding and using resources more intelligently and in a more 
focused manner. 


Entrepreneurial strategies will fail if not accompanied by management practices that 
support and reinforce the strategies. This is discussed below. 


5.10 ENTREPRENEURIAL STRATEGY: SOME CONTRIBUTING FACTORS 


According to Kuratko et al (2011:174-178), most entrepreneurial strategies will fail if not 
accompanied by management practices that support and reinforce the strategies. The 
authors discuss the following factors that contribute to a _well-conceptualised 
entrepreneurial strategy: 


developing an entrepreneurial vision 
increasing the perception of opportunity 
institutionalising change 

instilling the desire to be innovative 
investing in people's ideas 

sharing risks and rewards with employees 
recognising the critical importance of failure 


Some fatal flaws in implementing entrepreneurial strategy will be addressed next. 


5.11. IMPLEMENTATION ISSUES: FATAL VISIONS 


According to Kuratko et al (2011:178) implementing strategy is just as important as 
formulating it. Porter (Kuratko et al 2011:178-179) has identified five fatal mistakes 
organisations make when implementing strategy: 


They misunderstand the industry's attractiveness. 

They do not realise that there is no real competitive advantage. 
They pursue an unsustainable competitive position. 

They compromise on strategy for growth. 

They fail to explicitly communicate strategy internally. 


Summary 


This study unit explored the importance of incorporating entrepreneurship in the 
organisational strategy. Strategy provides an overall direction for the organisation's 
activities. Including entrepreneurship in strategy will give direction to the organisation's 
entrepreneurial activities. In this study unit we discussed the changing landscape of 
business, the role of strategic management and corporate strategy, integrating 
entrepreneurship with strategy, managing innovation strategically, and the mistakes made 
when implementing strategy. Technological matters of strategic importance to the 
entrepreneurial business were raised, namely the limits and platforms of technology, 
technology-push and market-pull approaches, and the importance of technology to 
entrepreneurship. Read the ‘Summary and Conclusions’ in Kuratko et al (201 1:235-236). 


In study unit 6 we shall discuss the structuring of a company for entrepreneurship. 


Read ‘Reigning in Innovation at Google’ in the “Innovators Notebook” box on pages 179 to 
181. 


Reflect on the ‘Discussion Questions’ at the end of ‘Reigning in Innovation at Google’ on 
pages 181-182 in our prescribed book. 


Assessment 


1. | Companies have to contend with several environmental forces such as change, 
complexity, chaos and contradiction. Discuss these forces explained on page 148 
(Kuratko et al 2011). 


2. An organisation can sustain a competitive advantage through the appropriate 
dominant logic, or by unlearning an inhibiting dominant logic and replacing it with a 
dynamic dominant logic. Explain how this is possible. 


3. Achieving sustainable advantage in the new competitive landscape requires that 
managers think and act strategically. Briefly describe the role of strategic 
management in the organisation. 


4. Not only can entrepreneurship serve as the dominant logic of a company, but it also 
plays an important role in the company’s strategy. Differentiate between 
“entrepreneurial strategy” and “a strategy for entrepreneurship’. 


10. 


11. 


Strategic innovation pertaining to product-focused entrepreneurial initiatives has 
seven core components. Discuss these seven components of strategic innovation. 


In managing innovation, companies need to move away from a project mentality to a 
portfolio mentality. Argue why you, as a manager in the organisation, would develop 
an innovation portfolio. 


Never in history has the pace of technology advance been so fast. Explain the 
importance of technology in innovation. 


Companies have an overall orientation that guides how entrepreneurial activity is 
manifested in innovation processes, either technology-push or market-pull. 
Differentiate between the technology-push approach and the market-pull approach to 
innovation. 


Some salient concepts surround the strategy formulation process. Describe the 
following concepts : 

(1 strategic advantage 

(2) strategic positioning 

(3) — strategic flexibility and adaptation 

(4) strategic leverage 


wa DS wa 


Entrepreneurial strategies will fail if not accompanied by management practices that 
support and reinforce the strategies. Discuss the factors/management practices that 
contribute to a well-conceptualised entrepreneurial strategy. 


Michael Porter identified five mistakes that organisations frequently make when 
implementing strategy. Expand upon these five mistakes. 


Possible answers to the assessment questions 


1. 


Environmental forces. Kuratko et al (2011:148-150) discuss change, chaos, 
complexity and contradiction. 


Dominant logic. For the discussion on dominant logic refer to pages 150 to 151 in 
Kuratko et al (2011). 


Strategic management. In your discussion you should define strategic management; 
mention that it is process and a way of thinking, and that it is coupled with the 
concept of strategy. You should draw a critical distinction between strategy and 
operational effectiveness. Refer to pages 151 to 153 in your textbook. 


Entrepreneurial strategy. Refer to pages 153 to 157 in your textbook for a detailed 
discussion of the concepts “entrepreneurial strategy’ and “strategy for 
entrepreneurship”. 


Components of strategic innovation. Refer to page 158 in your textbook for the 
seven components of product-focused entrepreneurial initiatives. 


Innovation portfolio. Refer to pages 159 to 162 in your textbook for the benefits of 
drawing up innovation portfolios. 


Technology. Refer to pages 162 to 165 in your textbook for an explanation of 
technology, entrepreneurship and strategy. 


Technology-push and market-pull approach to innovation. These concepts are 
clearly explained on pages 168 to 169 in your textbook. 


10. 


11. 


Salient concepts that surround the strategy formulation process. These concepts are 
discussed in detail on pages 169 to 174 in your textbook. 


Factors contributing to entrepreneurial strategy. Refer to pages 174 to 178 in your 
textbook. You should discuss the following: 


developing an entrepreneurial vision 
increasing the perception of opportunity 
institutionalising change 

instilling the desire to be innovative 
investing in people's ideas 

sharing risks and rewards with employees 
recognising the critical importance of failure 


Porter's five mistakes in implementing strategy are especially relevant for 
entrepreneurial strategies. Refer to pages 178 to 179 in your textbook. 


Study unit 6 


Structuring the company for entrepreneurship 
INTRODUCTION 


Structures are created to bring order and logic to a company's operation. Start-ups begin 
with very little structure, but as the company evolves and grows, the structure becomes 
increasingly complex. In this study unit the components of an organisational structure are 
explained. The different types of structure that develop in companies and how they may 
hinder entrepreneurship will be discussed. Alternative approaches to key structural 
variables will be presented and examples will be given of companies that have tried radical 
new approaches to structuring. Read the ‘Introduction’ in Kuratko et al (2011:185) and for 
an additional concise overview of the chapter, read the ‘Summary and Conclusions’ 
Kuratko et al (2011:211-212). 


Aim of the Study Unit 


The purpose of this study unit is to explore the relationship between structure and 
entrepreneurship. It will provide you with answers to the following questions: 


What are the components of structure? 

How do structures evolve? 

How do different types of structure link to entrepreneurial strategy? 

What are the structural relationships between different levels and departments 

functioning in the organisation? 

e What is a truly entrepreneurial structure? 

e How does structure influence entrepreneurial activity in the organisation? 

e Can structure facilitate and promote the development of entrepreneurship in the 
organisation? 

e How do companies organise people around the new product or service or process 
development? 

e How do entrepreneurial project structures fit within the overall organizational 
structure? 

e How can companies be structured to support entrepreneurship? 


Learning outcomes of study unit 


Once you have completed this study unit, you should be able to 


identify the components of structure 

outline the evolution of structures 

link different types of structure to entrepreneurial strategy 

unpack the structural relationships between different levels and departments 
functioning in the organisation 

e explain the characteristics of a truly entrepreneurial structure 

e explore how structure can facilitate and support entrepreneurship in the organisation 
e organise employees around the new product or service or process development 


Contents 


6.1 The components of structure 

6.2 How structures evolve 

6.3 Types of structures: links to an entrepreneurial strategy 

6.4 An entrepreneurial structure and the concept of cycling 

6.5 Structures to support new product/service development projects 

6.6 Entrepreneurial projects: structures within structures 

6.7 Structuring relationships between entrepreneurial initiatives and the corporation: 


some organisational design alternatives 
Summary 


Unit assessment 


Key concepts 


In conclusion of this study unit you should be able to understand and explain each of these 
concepts. Your understanding of these concepts will enable you to understand how 
organisational structure influences corporate entrepreneurship. 


organisational structure 

organic structures 

bureaucracy 

the centralisation of power 
specialisation 

mechanistic structures 
entrepreneurial structure 

concept of cycling 

organisational design alternatives 


Study pages 185 to 210 in Kuratko, Morris & Covin (2011). 


Activity 6.1 


Interview the human resource manager at the company where you are employed if it is a 
large or medium-sized company or a human resources manager at any large or medium- 
sized company. Obtain answers to the following questions: 


How has the structure of the company changed over the years? 

Why has the structure changed? 

Is the current structure conducive the entrepreneurial thinking in the company? 

What changes to the structure would they recommend to increase entrepreneurial 
thinking in the organisation and to cope with external demands placed on the 
company? 


Pons 


Feedback 


With regard to questions 1 and 2, when you interviewed the human resource manager, 
depending on the size of the company, you may have received comments highlighting the 
following: 


As the company grew (in terms of the number of employees and operations) and matured, 
the structure changed as follows 


e There is more work specialisation. 

e There are more hierarchical levels in the organisational structure. 

e There is greater departmentalisation. Staff perform small parts of a total piece of 
work. Employees may be compartmentalised into functions, departments, sections 
and subsections. 

e There is an increasing number of supervisors and managers. 


Question 3: It is possible that the HRM equated entrepreneurial thinking with efficiency and 
effectiveness and you would have had to explain to him/her what you mean by 
entrepreneurial thinking. This concept was covered in detail in preceding study units. 


Question 4: Should the HRM manager have responded that the company should downsize 
or outsource or disbundle, these would not have been appropriate answers to the 
question. Structures conducive to entrepreneurial thinking are discussed in this study unit. 


In the following sections, Kuratko et al (2011) discuss the components of structure and 
how structure evolves as the company matures. 


6.1 THE COMPONENTS OF STRUCTURE 


Organisational structure is defined as the arrangement of workflow, communication and 
authority relationships within an organisation. It includes the organisation of departments 
or work units (Covin & Selvin 1991:17). 


Kuratko et al (2011:185) explain that designing an organisational structure involves issues 
of differentiation and integration around a highly interdependent set of components. In 
designing the organisational structure, four major policy areas are considered and 
discussed: 


(1) specialisation 

(2) shape 

(3) the distribution of power 
(4) departmentalisation 


In addressing the above, the following questions must be answered: 


How many levels should there be in the organisation? 

What should the targeted span of control be? 

How centralised or decentralised should the operations be? 

How formal or informal should the structural relations be? 

Should the structure emphasise functional specialisation and cross-functional 
interaction? 

e How much of a sense of bigness versus smallness should the structure convey? 

e To what extent should the structure emphasise control, as opposed to autonomy? 

e How rigid or flexible should the structure be? 


e To what extent should decision making and communication be top-down or bottom- 
up? 


6.2 HOW STRUCTURES EVOLVE 


No two companies grow in the same manner. Kuratko et al (2011:186-188) discuss the 
work of Griener (1972) and Mintzberg (1979) regarding changes in organisational 
structures as the organisation moves through its life cycle. 


An organisation has to adjust its structure continually to provide for external pressures and 
internal priorities. 


As a new structure is incorporated into the organisation, new relationships between the 
structural components, the company age and size, the technology of the company and the 
conditions of the industry in which it operates come into being. 


The different types of structures are discussed next. 


6.3 TYPES OF STRUCTURES: LINKS TO AN ENTREPRENEURIAL STRATEGY 


When an organisational structure is designed, it is linked to the organisational strategy and 
the external environment in which the organisation operates. Miller (Kuratko et al 
2011:188) identified and explained four structure types, namely : 


(1) simple structure 

(2) machine bureaucracy 
(3) organic structure 

(4) divisional structure 


Different types of structures are preferable for accomplishing particular outcomes under 
specific circumstances. Kuratko et al (2011:189 and Table 7.1) analysed the four general 
structure types, relating each of them to the type of environmental conditions under which 
the structure is most productive, and to the types of corporate strategies that tend to be 
most appropriate. The logical linkages are demonstrated in Table 7.1 (Kuratko et al 
2011:189-190) 


Activity 6.2 


Meet with a few colleagues at work and together classify the organisation where you are 
employed in terms of the following categorisation listed in Table 7-1 (Kuratko et al 
2011:189-190): 


e Type of characteristics. For each of the 12 characteristics position your organisation. 
From you positioning, which type of structure seems to be the most appropriate? How 
does this compare with the actual structure of your organisation? 

e Business level and corporate-level strategies. What are the favoured strategies of your 
organisation with regard to the five favoured strategies? In which category does your 
organisation resort? 


In addition, which characteristics of organisational structure do you think would be 
conducive to corporate entrepreneurship? 


Feedback 


In your critical evaluation of your organisation, did you and your colleagues agree on the 
categorisation of your organisation? Could you finally reach consensus on the 
categorisations? 


It is possible that due to the nature of the products, services and processes of your 
organisation that it does not fall neatly into one general type of structure. It is also possible 
that different departments or subsidiaries have entirely different structures, determined by 
the type of characteristic that is most predominant. 


In your answer to the final question, you should have considered the following 
characteristics of an organisational structure to foster entrepreneurship: 


e A flat and flexible structure would allow efficient communication between the different 
levels of management and between staff. It would also facilitate collaboration 
between staff. 

e Decentralised decision-making authority would allow employees to take the 
necessary actions to solve problems in their work environment. 

e A structure that allows employees to experiment with new products and that does not 
require of them to adhere rigidly to their job descriptions. 

e A structure in which employees are encouraged to participate in entrepreneurial 
teams and projects. 


Kuratko et al (2011:191) explore the role structure plays in accommodating or inhibiting 
innovative behaviour in each of the four types of structures, namely an organic structure, a 
machine bureaucracy, a simple structure or a divisional structure. 


A number of contemporary structural designs have been developed by organisations: 


e The network structure (Kuratko et al 2011:193-194 and fig 7-1) 
e Team-based structure (Kuratko et al 2011:194-195 and fig 7-2) 
e Boundaryless structures (Kuratko et al 2011:195) 


Elements of the new organisational forms are discussed in your textbook and summarised 
in Figure 7-3 (Kuratko et al 2011:195). 


In the subsequent sections of this study unit we shall look at the entrepreneurial structure, 
the concept of cycling and circular structures. 

6.4 AN ENTREPRENEURIAL STRUCTURE AND THE CONCEPT OF CYCLING 
What is a truly entrepreneurial structure? Kuratko et al (2011:196-197) give twenty 
structure-related suggestions for innovation. The authors address the following issues in 
this section: 


e Structure-related suggestions for innovation (Kuratko et al 2011:196-197, Table 7-2). 


e The type of structure where entrepreneurship should flourish (Kuratko et al 
2011:197). 


e Eight additional organisational structural elements that would contribute to a positive 
correlation between entrepreneurial behaviour and the organisation's performance 
are proposed by Covin andSlevin, in Kuratko et al (2011:198-199). 


° Kuratko et al (2011:200-201) differentiate between and discuss the characteristics of 
mechanistic and organic organisational structures. They argue that entrepreneurial 


behaviour correlates positively with an organic organisational structure and 
negatively with a mechanistic organisational structure. 


e Research done by Covin and Slevin (1990) identified patterns that occur in 
companies over time, illustrated in Figure 7-4 (Kuratko et al 2011:202), and that 
explains the concept of cycling which refers to the fact that organisations fluctuate 
between organic and mechanistic organisational structures, depending on their 
entrepreneurial and conservative management approaches. 


e Creating parallel organisational structures allow management to accommodate 
varying levels of innovation and different management styles (Kuratko et al 
2011:203). 


Structures are usually modified in reaction to some strategy. In the next section the 
modification of structures to support new product/service development projects will be 
discussed. 


6.5 STRUCTURES TO SUPPORT NEW PRODUCT/SERVICE DEVELOPMENT 
PROJECTS 


A host of challenges surround new product development. The company must organise 
people to handle the innovation process. The innovation process requires collaboration 
between the project team and various departments in the organisation, and between the 
respective departments as well. For example, a prototype of the new product would have 
to be built by the production department, the new product would have to be test-marketed 
by the marketing department, and the necessary changes would again have to be made to 
the product by the production department. This kind of collaboration requires a lot of cross- 
functional communication, a team spirit and trust. Many structural options are available to 
meet the challenge of innovation. In summary, it requires a structure that not only ensures 
that right inputs into the process at the rights time, but also facilitates both creative 
abrasion and cross-functional collaboration. 


Kuratko et al (2011:201-202) highlight five individual- and organisation-related factors that 
are consistently related to new product success. They proceed to pose a number of 
questions addressing structural challenges surrounding new product development. Table 
7.4 in Kuratko et al (2011:202) show the different types of organisational structures, as well 
as their advantages and disadvantages to produce new products or services. 


In deciding on the structure of the organisation, management is in effect deciding on the 
extent to which the structure will be more 


simple or complex 

centralised or decentralised 

formal or informal 

autonomous or integrated 

highly specialised or more generalist 
full-time or part-time 


Today companies are experimenting with new structures and the greatest trend appears to 
be toward the use of multiple structural forms. 


6.6 ENTREPRENEURIAL PROJECTS: STRUCTURES WITHIN STRUCTURES 


Entrepreneurial projects require a structure in themselves and a key issue is the concern 
about how project structures will fit within the overall organisational structure. 


Kuratko et al (2011:204-207) suggest an Entrepreneurial Project Development Framework 
which provides three different internal channels or structural mechanisms for the 
development of innovations, using entrepreneurial projects and teams. The authors 
suggest the following three mechanisms: 


(1)  ray-of-light projects 
(2) emerging potential projects 
(3) mainstream development projects 


The characteristics of each of these three mechanisms are listed in Table 7-5 (Morris e al 
2011:205). 


Five benefits of using these three structural mechanisms for generating innovation are 
highlighted. 


6.7 STRUCTURING RELATIONSHIPS BETWEEN ENTREPRE-NEURIAL 
INITIATIVES AND THE CORPORATION: SOME ORGANISATIONAL DESIGN 
ALTERNATIVES 


In this section the authors ask the question whether the entrepreneurial project should be 
part of the organisation's internal structure, or whether it should be developed externally. 
Burgelman, in Kuratko et al (2011:207), proposes a framework of how the relationships 
between entrepreneurial initiatives and their corporate contexts should be structured. A 
number of questions can be posed to assess the strategic importance and operational 
relatedness of the entrepreneurial project. The project is then positioned on the grid for 
organisation designs for corporate entrepreneurship (fig 7.5 Kuratko et al 2011:208). The 
authors explain the nine different design possibilities and positions on the grid. 


The alternative design framework has as a key premise that not all entrepreneurial projects 
or initiatives are the same and that a one-size-fits-all mentality with respect to structuring 
for entrepreneurship will not work. 


Summary 


In this study unit we covered the topic of organisational structure and entrepreneurship, 
and more specifically, how structure evolves as the organisation grows. The components 
of structure, different organisational structures, how structure can support corporate 
entrepreneurship and contemporary organisational structures were discussed. Read the 
‘Summary and Conclusions’ in Kuratko et al (2011:211-212) 


In the next study unit the question of how to develop an entrepreneurial culture arises. 


Please read the case study ‘The Signode V-team structure’ in the box“Innovator’s 
Notebook” on pages 210 to 2211 in Kuratko et al (2011). 


After reading the case ‘The Signode V-team structure’ reflect on the ‘Discussion questions’ 
on page 211 (Kuratko et al 2011:211). 


Assessment 


— 


To design a company structure incorporates dealing with differentiation and 
integration, which in turn requires attention to four major policy areas of 
organisational structure. 


As a company grows from start-up to a large organisation, the changes in structure 
tend to follow a pattern. Discuss how structure evolves as the company grows. 


The structure of a company can be categorized into one of four general types of 
structures, each with specific characteristics. Differentiate between the four general 
types of organisational structures. 


Innovation requires creative thinking and collaboration. Explore the role that structure 
plays in either accommodating or inhibiting innovative behaviour. 


What is a truly entrepreneurial structure? Debate this question. 


The appropriate structural design can influence the type of innovations that are 
produced and the frequency thereof over time. Distinguish between an organic and 
mechanistic organisational structure. 


To assess how project structures fit within the overall organisation structure, the 
Entrepreneurial Project Development Framework was developed. Describe the 
benefits of having three mechanisms for generating innovation. 


Possible answers to the assessment questions 


1. 


Components of structure — policy areas. Kuratko et alYour answer should involve a 
discussion of specialisation, shape, the distribution of power and 
departmentalisation. Refer to pages 185 to 186 in Kuratko et al (2011). 


Evolution of structure. Refer to pages 186 to 187 in your textbook for a discussion on 
how companies evolve. 


Characteristics of four general types of structures. In answering this question, you 
should explain the characteristics of the different types of structures as summarised 
in Table 7-1 on pages 189 to 190 in your textbook. 


The role of structure in accommodating or inhibiting innovation. The second and third 
paragraph on page 191 in your text book explains how structure accommodates or 
inhibits entrepreneurial strategy. 


An entrepreneurial structure. In your debate you should have addressed most of the 
issues highlighted under section 8.4 in this study unit. 


Organic versus mechanistic organisational structure. These structures are discussed 
on pages 200 to 201 in your textbook and eight of their elements are compared in 
Table 7-3.. 


Benefits of the Entrepreneurial Project Development Framework. Five benefits of the 
having three mechanisms for generating innovation are described in the third 
paragraph on page 202 in your text book. 


Study unit 7 
The people factor |: Fostering creativity within organisations 


INTRODUCTION 


In previous chapters we have defined entrepreneurship and corporate entrepreneurship 
and you have learnt about the entrepreneurial organisation. Given this, what do you think 
the role of the corporate entrepreneur would be in an entrepreneurial organisation? 


In this study unit we explore the role and characteristics of the corporate entrepreneur in 
the organisation. Without the visionary leadership and persistence demonstrated by this 
individual, little would be accomplished. You will examine ways in which people develop 
breakthrough ideas on the job, ways for employees to think about their own creativity, and 
ways for managers to facilitate employee creativity. Read the ‘Introduction’ in Kuratko et al 
(2011:214). To obtain a concise overview of the material covered in this study unit, read 
the ‘Summary and Conclusions’ in Kuratko et al (2011:241). 


Aim of the Study Unit 


The purpose of this study unit is to evaluate the human resources, in particular the creative 
individual, in the entrepreneurial organisation. This individual will be assessed from 
different perspectives, such as the personality traits of the individual entrepreneur and the 
unique characteristics of individuals who act in an entrepreneurial manner in large 
organisations. We endeavour to answer questions such as: 


Who is the creative individual in the company? 

What is the creative process for finding a creative solution to a problem? 

How do you remove creative blocks? 

What creative techniques are available? 

What are the common traits and characteristics associated with the entrepreneurial 
individual? 

What motivates entrepreneurial behaviour? 

Are corporate entrepreneurs different from entrepreneurs in general? 

Can corporate entrepreneurs be categorised? 

Of the different roles in corporate entrepreneurship, which roles are the most critical? 
Is it possible to dispel the myths about corporate entrepreneurs? 

Are you a corporate entrepreneur? 


Learning outcomes of study unit 


Once you have completed this study unit, you should be able to 

e describe the creative individual in the company 

e outline the creative process and identify creative blocks 

e assess the value of creativity techniques 

e discuss the common traits and characteristics associated with the entrepreneurial 

personality 

apply the model of entrepreneurial motivation in a corporate context 

e evaluate the corporate entrepreneurial grid 

e differentiate between the manager, the entrepreneur and the corporate entrepreneur 
and categorise the latter 

® explore the critical roles in corporate entrepreneurship 

e dispel the myths about corporate entrepreneurs 


Contents 


7.4 The creative individual in the company 

tie The creative process 

7.3 The creative blocks 

7.4 Creative techniques and creative quality 
7.5 The entrepreneurial personality 

7.6 Motivating entrepreneurial behaviour 

7.7 Are corporate entrepreneurs different? 

7.8 Categories of entrepreneurs 

7.9 Critical roles in corporate entrepreneurship 
7.10 Myths about corporate entrepreneurs 

7.11. A final thought: Are you a corporate entrepreneur? 


Summary 


Unit assessment 


Key concepts 


In conclusion of this study unit you should be able to understand and explain each of these 
concepts. Your understanding of these concepts will enable you to evaluate the creative 
individual and implement creative processes to advance entrepreneurial thinking in the 
organisation. 


creativity 

creative individual 

creative process 

creative blocks 

creative techniques 
entrepreneurial personality 
model of entrepreneurial motivation 
characteristics of entrepreneurs 
corporate entrepreneurship roles 
champion 

sponsor 


Study pages 214 to 240 in Kuratko, Morris & Covin (2011). 


7.1 THE CREATIVE INDIVIDUAL IN THE COMPANY 


Creativity can be defined as the application of a person's mental ability and curiosity to 
discover something new. Creativity is therefore the capacity to develop new ideas, 
concepts and processes. 


In corporate entrepreneurship, creativity is necessary to find new ideas for products, find 
sponsors, obtain management buy-in, form teams, acquire resources and overcome 
obstacles. 


Kuratko et al (2011:214-215) define creativity, purport that people are inherently creative 
and summarise ways in which people can be creative. They discuss three components of 
successful creativity in organisations, namely expertise, motivation and creative thinking. 


Activity 7.1 


Think about your own professional life. How do you think you can employ creativity to find 
better ways of completing tasks at work? 


Feedback 
The following are some suggestions that you could follow: 
e You could find novel ways of being more productive at the office. 


e You can be more consciously creative in your approach to problem solving. 


e You can be creative by thinking of products or services or processes that would 
make life easier or simpler, or that would solve a problem in your daily life. 


For more ideas on how you can be creative in your work environment, review Table 8.1 in 
Kuratko et al (201 1:216) on ‘The Arenas in which People Are Creative at Work’. 


Creativity can be approached from a more systematic perspective, utilising the creative 
process. 


7.2 THE CREATIVE PROCESS 


In business, creativity involves finding a solution to a problem. This problem-solving 
process may be logical and systematic. Kuratko et al (2011:216-217) state that creativity 
involves heuristics and that it is a logical process. They present an outline of the creative 
process as viewed by seven different authors (Table 6-2 Kuratko et al 2011:218). The 
creative process basically involves five stages (Kuratko et al 2011:217-219): 


Stage 1: Preparation. The creative process begins with a problem or challenge which is 
defined at this stage. 


Stage 2: Frustration. At this stage a solution to the problem is sought, but a solution may 
be difficult to come by, because of creative blocks. 


Stage 3 Incubation. Incubation refers to placing the problem “at the back of your mind" 
where you would consciously or unconsciously try to find a solution or work 
through the problem. 


Stage 4 Illumination. This is the ‘aha" moment when you discover a solution to the 
problem. 


Stage 5 = Elaboration. At this stage the solution is refined, adapted, expanded and 
tested. 


However, the creative process might not be quite that simple and straightforward. A person 
could for a while be stuck at a stage, or there could be some to-and-fro between the 
stages. If the idea is discarded at a certain stage, the person has to go back to the 


previous stage. There may be a number of problems or creative blocks that can hamper 
the process. In the next section we discuss creative blocks. 

Activity 7.2 

Think of a problem at work and write it down from your perspective as well as the 
perspectives of other workers. Use the preparation, frustration, incubation, illumination and 
elaboration stages of the creative process to try to find a solution to the problem. 

Feedback 

Were you able to move past the frustration phase? 

Were you able to remove the creative blocks and other frustrations in problem solving? 


Were you able to come up with a solution that is unique and creative, or did you settle on 
one that is close to the status quo? 


Keep practising problem-solving techniques and the creative process. It will help you be a 
more creative person. 


7.3. THE CREATIVE BLOCKS 


Roger von Oech (2008), as explained in Kuratko et al (2011:219-220), identified ten critical 
blocks to a person's creativity. The ability to master the creative process is linked to 
removing these creative blocks. The creative blocks are summarised in Table 8.3 in the 
text book. The authors indicate that the blocks to creativity originate from three sources: 


(1) _ self-imposed blocks, that is, the employee may believe that he/she is not creative 

(2) creative blocks imposed by other employees, that is, other employees may indicate 
that a certain employee could never be right, or that what he/she proposes is not 
logical 

(3) creative blocks imposed by the organisation, for example, the organisation may not 
tolerate failure 


Once the creative blocks are removed, the creative employee can avail himself/herself of a 
number of problem-solving styles and creative techniques to develop new ideas. 


7.4. CREATIVE TECHNIQUES AND CREATIVE QUALITY 


The benefit of using creative problem-solving techniques such as brainstorming and mind- 
mapping and understanding problem-solving styles is that it allows a systematic approach 
to problem solving, which in turn yields better solutions. 


Kuratko et al (2011:222) discuss the following three standards for judging the quality of an 
individual’s or group’s creativity: 


(1) Overt benefit. To what extent does the idea have a clear benefit or advantage for the 
customer/user? 

(2) Reason to believe. What supporting evidence is the employee able to provide? Is the 
customer/user likely to believe that the concept or idea will deliver the same level of 
benefits? 

(3) Dramatic difference. How different is the idea from conventional solutions? 


7.5 THE ENTREPRENEURIAL PERSONALITY 


In addition to being creative and finding the solution to a problem, the corporate 
entrepreneur is responsible for implementing the solution. He/she has to find resources, 
overcome obstacles and find a sponsor. What traits and personality should the corporate 
entrepreneur possess to be a success in the organisation? 


In this section the authors (Kuratko et al: 2011:222-225) discuss the personality traits and 
characteristics associated with the entrepreneurial individual. Table 6.5 lists these 
characteristics and the authors discuss the six characteristics on which there is some 
agreement. They conclude that no single prototype of the entrepreneur exists and that it is 
possible to develop entrepreneurial characteristics. 


7.6 MOTIVATING ENTREPRENEURIAL BEHAVIOUR 


Kuratko et al (2011:225-226 & fig 6-1) introduce the model of entrepreneurial motivation 
developed by Naffziger, Hornsby and Kuratko. It states that the decision to be 
entrepreneurial is based on a person's personal characteristics, personal goals, personal 
environment, current business environment and the nature of the idea. Before a person 
acts on an idea, he/she makes a comparison between the probable outcome of 
successfully implementing the idea (based on past experience with the company) and the 
personal outcomes he/she has in mind (in other words, what he/she will get out of this). If 
the organisation rewards entrepreneurial efforts and is supportive of corporate 
entrepreneurs, if the environment is conducive to the idea and the entrepreneurial 
characteristics are present in employees, then corporate entrepreneurship and innovation 
will be the result. 


The model is described in full on pages 226 to 227 and illustrated in Figure 8.1. 


The corporate entrepreneur is described further in the subsequent sections. 


7.7 ARE CORPORATE ENTREPRENEURS DIFFERENT? 


The corporate entrepreneur is not necessarily the person who develops a new product, 
service or process. He/she is the person who turns ideas into profitable products and 
services, that is, corporate entrepreneurs are the drivers or implementers of the new 
concept. 


Kuratko et al (2011:228-229, fig 8.2) compare dreamers (conceptualization) and doers 
(implementation) and plot them on a corporate entrepreneurial framework. 


The authors discuss the characteristics of a corporate entrepreneur in detail. Similarities 
exist between the characteristics of the start-up entrepreneur and those of the corporate 
entrepreneur, more so than between the corporate manager and the corporate 
entrepreneur, but clear differences exist, as indicated in Table 8.6 (Kuratko et al 
2011:230). 


7.8 CATEGORIES OF ENTREPRENEURS 


Corporate entrepreneurs take on various forms and exhibit different styles. They differ in 
terms of their risk profile, sources of motivation, managerial capabilities and other 
characteristics. 


Miner in Kuratko et al (2011:229-234) identifies four different types of entrepreneurs, 
namely: 


(1) the personal achiever 

(2) the super salesperson 
(3) the real manager 

(4) | the expert idea generator 


The relevance of these different types of entrepreneurs in a corporate context is explained. 


7.9 CRITICAL ROLES INCORPORATE ENTREPRENEURSHIP 


In order to achieve continuous innovation in the organisation, a number of key role players 
should be involved for an entrepreneurial event to occur. These key players are defined as 
follows (Kuratko et al 2011:234): 


initiator 
sponsor/facilitator 
champion 
innovation midwife 
supporter 

reactor 


Note that the sponsor and champion are the most important members of the 
entrepreneurial team and that you should pay attention to the role of each of these. 


To bring an entrepreneurial concept to fruition, Kuratko et al (2011:235) outline fifteen 
specific responsibility areas that have to be taken on by members of the entrepreneurial 
team, namely those of: 


researcher/analyst 
interpreter/strategist 
visionary/inventor 
catalyst or leader 
endorser 

team player 
resource provider 
problem solver 
coordinator 
negotiator 
politician 

change manager 
missionary 
opportunist 
critic/judge 
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7.10 MYTHS ABOUT CORPORATE ENTREPRENEURS 


Supervisors and peers in the organisation tend to stereotype employees who display 
strong entrepreneurial behaviour. Kuratko et al(2011:169-170) high-light such stereotyping 
and clarify six myths about corporate entrepreneurs. 


U 


ae 


7.11 A FINAL THOUGHT: ARE YOU A CORPORATE ENTREPRENEUR? 


As a final thought in this chapter on the entrepreneurial individual, Kuratko et al (201 1:236- 
237) pose 11 questions which will allow you to assess your entrepreneurial profile. 


Activity 7.3 


Answer the 11 questions posed by the authors, to determine your own entrepreneurial 
profile. 


Feedback 


Note the questions to which you answered no. Try to reason out why you answered no and 
what you can do to improve the situation. Note this down as well. 


If you answered ‘yes’ more often than ‘no’, you are behaving like a corporate entrepreneur. 
Work on improving your entrepreneurial skills and use your notes as a reminder of what 
you need to do to be an entrepreneur within an organisation. 


The list provided by the authors is not exhaustive. Review the preceding sections of this 
study unit and add to the list things that you feel you could do to be an effective corporate 
entrepreneur. 


Summary 


In this study unit we explored creativity and the personality and characteristics of the 
corporate entrepreneur. You should now have a better understanding of the role of 
creativity in corporate entrepreneurship, the creative process, creative blocks and creative 
techniques. You will now also be aware of the characteristics of the corporate 
entrepreneur, categories of corporate entrepreneurs and critical roles in corporate 
entrepreneurship. Read the ‘Summary and Conclusions’ on page 241 in Kuratko et al 
2011. 

Study unit 8 deals with structuring the company for entrepreneurship and focuses on 
human resources and the entrepreneurial organisation, with specific reference to the 
organisational perspective. 


Please read ‘The Corporate Entrepreneur Personas’ in the box ’The Innovator's Notebook’ 
on pages 238 to 239 of your prescribed book. 


Reflect on how you could be more entrepreneurial in your organisation and which role or 
roles you would be comfortable with, to start off with. As part of an entrepreneurial team, 
which responsibility areas would you be prepared to assume? What characteristics do you 
need to develop to be more entrepreneurial? Review the entire study unit. 


7? » Assessment 
| | 1. Creativity is the soul of entrepreneurship. Define the concept ‘creativity’ and explain 


10. 


the three components of successful creativity in organisations. 


To find a creative solution it would be easier of a logical process is followed. 
Describe a creative process that you can employ to generate an innovative solution. 


As a result of patterns and routines of thinking, the corporate entrepreneur may be 
confronted by creative blocks. Explain the ten blocks to creativity that might exist in 
the organisation and identify their sources. 


Creativity is not something one can see, but the quality of the group’s creativity can 
be judged. Discuss the three techniques available for judging creative quality. 


No single prototype of entrepreneur exists, yet entrepreneurs tend to have common 
characteristics. Explore the characteristics of an entrepreneurial individual. 


A model of entrepreneurial motivation has been developed by Naffziger, Hornsby 
and Kuratko. How would you promote entrepreneurial behaviour by means of the 
model of entrepreneurial motivation? 


Entrepreneurial action can be thought of in terms of conceptualization and 
implementation. On a grid indicate the difference between the traditional manager, 
artist, inventor, planner and the corporate entrepreneur. 


Milner (Kuratko et al 2011:168) concluded that four different types of entrepreneurs 
exist. How do these different types of entrepreneurs approach entrepreneurship? 


To achieve continuous innovation, a team approach should be adopted to 
entrepreneurship, with employees serving different roles. Describe the critical roles in 
corporate entrepreneurship. 


Due to a tendency to stereotype, certain myths about corporate entrepreneurs have 
arisen. Dispel the myths about corporate entrepreneurs, by giving the facts. 


Possible answers to the assessment questions 


= 


Creativity. You could have defined creativity as the capacity to develop new ideas, 
concepts and processes. You should have explained the three components of 
successful creativity in organisations, namely motivation, creative thinking skills and 
expertise. Refer to page 148in Kuratko et al (2011). In your answer you should 
define creativity and explain its importance. In your discussion of creativity you 
should explain the three components of creativity, namely expertise, motivation and 
creative thinking skills. 


Creative process. You could have chosen any one of the seven creative processes 
in Table 8-2 (Kuratko et al 2011:218) or followed the process outlined in the 
prescribed book, explaining what you would have done at each of the five stages of 
preparation, frustration, incubation, aha and elaboration. 


Creative blocks. Table 8.3 (Kuratko et al 2011:220) provides a list of creative blocks. 
The sources of these creative blocks, could be self-imposed, imposed by other 
employees or imposed by the organisation. Refer to pages 219 to 220 in your 
textbook. 


10. 


Creativity quality. The creative concept or approach can be judged using three 
standards, namely ‘overt benefits’, reason to believe’ and ‘dramatic difference’. You 
should explain each of these. Refer to page 222 in your textbook. 


Characteristics of an entrepreneurial individual. A list of characteristics of 
entrepreneurs is provided in Table 8.5 and Kuratko et al (2011:222-225) explains the 
six characteristics on which there is agreement. You should have explained each of 
these. 


Model of entrepreneurial motivation. Kuratko et al (2011:226-227) explain how the 
model of entrepreneurial motivation can be applied in the organisation. You should 
have followed a similar explanation. 


Differentiation. In answering this question you should draw a grid, similar to the one 
in Figure 8-2 Kuratko et al 2011:228) and place the listed positions on the grid. Do 
you agree with the placement as it appears in the prescribed book? If not, you 
should give reasons. 


Categories of entrepreneurs. The different types of entrepreneurs are: the personal 
achiever, the super sales person, the real manager and the expert idea generator. 
You should explain the approach that each of them adopt. Refer to pages 229 to 232 
in your textbook. 


Critical roles in corporate entrepreneurship. You should explain the different roles 
which include the initiator, sponsor, champion, innovation midwife, supporter and 
reactor. Refer to page 230in your textbook. 


Myths about corporate entrepreneurs. A discussion of the facts and myths about 
corporate entrepreneurs appear on pages 236 to 237 in your textbook. 


Study unit 8 


The people factor Il: human resources management 


INTRODUCTION 


Entrepreneurship, when applied in an established organisation, takes on unique 
characteristics and becomes subject to a number of obstacles and constraints. The 
magnitude of these constraints requires that various different organisational management 
practices be employed. Of all the management decision areas that may affect corporate 
entrepreneurship, human resources management is probably the most vital one. It is also 
imperative that you should have come to realise from studying the previous study units that 
there is no entrepreneurship in organisations without entrepreneurial employees. However, 
employees face a host of challenges in being entrepreneurial in the organisation. The 
crucial question that has to be asked is: How can we create work environments that 
support entrepreneurial employees? Read the ‘Introduction’ in Kuratko et al (2011:243). 
For a succinct overview of this study unit, read the ‘Summary and Conclusions’ in Kuratko 
et al (2011:264-266). 


Aim of the Study Unit 


In this study unit we shall explore the relationship between corporate entrepreneurship and 
human resource management by investigating the HRM functions and the factors that are 
not conducive to an entrepreneurial environment. Particular attention will be given to 
support relationships between HRM and entrepreneurs and a reward system that would 
stimulate entrepreneurial orientation. We endeavour to answer questions such as: 

What are the functions of HRM in the organisation? 

e Which factors are not conducive to an entrepreneurial work environment? 

Why is the concept of creative abrasion applicable to HRM? 

How can management engage HR policies to facilitate entrepreneurial behaviour? 

Is there evidence to support the relationships between HRM and entrepreneurship? 
How do reward systems influence employee motivation? 

How do subordinates view the entrepreneurial manager? 

Should a champions programme be instituted? 


Learning outcomes of study unit 


Once you have completed this study unit, you should be able to 


° demarcate the functions of HRM 

e identify the factors that impact on the a work environment that should be conducive 
to corporate entrepreneurship 

explore the paradox of creative abrasion 

evaluate the impact of HRM policies on entrepreneurship 

assess the critical role of reward systems on entrepreneurial motivation 

discuss the behaviour of an entrepreneurial manager from the perspective of a 
subordinate justify the need for a champions programme 


Contents 


8.1 Understanding the human resources management (HRM) function 

8.2 Creating the work environment 

8.3 HRM and the paradox of creative abrasion 

8.4 HRM policies and entrepreneurship 

8.5 Some evidence to support the relationships between HRM and entrepreneurship 
8.6 Entrepreneurial motivation and the critical role of reward systems 

8.7. Subordinates' view of the entrepreneurial manager 

8.8 The need for a champions programme 


Summary 
Unit assessment 


Key concepts 


In conclusion of this study unit you should be able to understand and explain each of these 
concepts. Your understanding of these concepts will enable you to evaluate the human 
resources management function to the extent that it advances corporate entrepreneurship. 


HRM function 

work environment 
creative abrasion 

HRM policies 

job design 

recruitment 

selection 

training and development 
performance appraisals 
reward systems 
champions programme 
creative abrasion 


Study pages 243 to 266 in Kuratko, Morris & Covin (2011). 


8.1 UNDERSTANDING THE HUMAN RESOURCES MANAGEMENT (HRM) 
FUNCTION 


Human resources management involves acquiring, training, developing, motivating, 
organising and maintaining the employees of an organisation. Kuratko et al (2011:244-245 
& Table 9.1) outline the functions and the various activities of human resources 
management in the organisation. These activities can broadly be grouped into five general 
categories: 


job planning and design 
recruitment and selection 

training and development 
employee performance evaluation 


{ 
2 
3 
4 
5) compensation and rewards 
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Figure 9.1 (Kuratko et al 2011:245) outlines how key elements of the HRM function can 
create an entrepreneurial environment. Human resources management may become a 
means of achieving a company's strategic objectives in an effective manner. The authors 
explain the different human resources functions, as well as the dilemmas that could impact 
on an entrepreneurial work environment. 


8.2 CREATING THE WORK ENVIRONMENT 


The work environment is the context or surroundings in which an employee finds 
himself/herself when going to work each day, and includes the conditions under which the 
employee must operate as he/she attempts to accomplish the organisation's goals. 


Kuratko et al (2011:246) discuss the challenges of creating a work environment that is 
conducive to entrepreneurship. Management has to create a work environment that helps 
employees understand: 


(1) | the kinds of entrepreneurial behaviour that is sought by the organisation 

(2) _ their own innate ability to act in an entrepreneurial fashion 

(3) the incentives for acting in an entrepreneurial fashion and the penalties for failing to 
do so 


The authors highlight the perceptions employees have about the environment and, in 
particular, about the extent to which the environment permits entrepreneurial behaviour. 


One of the most potent tools for influencing and defining the work environment is the 
organisation's human resource management system. 


In the rest of this study unit we shall explain how human resource management practices 
can influence entrepreneurship. 


8.3 HRM AND THE PARADOX OF CREATIVE ABRASION 


Creative organisations demonstrate not only teamwork and collaboration, but also diversity 
and friction. In this section Kuratko et al (2011:248) maintain that creative abrasion is good 
for the organisation. The authors argue that collision is a vibrant source of energy in a 
company and that if managers could get ideas and employees pitted against each other in 
a constructive way, more creative solutions would be the result. 


In this section the concept of creative abrasion is explored and the authors explain how it 
can be fostered in the organisation. 


_ Activity 8.1 


From your knowledge and understanding of the functions and activities of human resource 
management, what do you think human resource management can do to support 
entrepreneurship in the organisation? 


Feedback 


| >} Some of the suggestions you could have made are as follows: 


e They can ensure that employees have more responsibility and decision-making 
authority in their jobs, thus allowing them to experiment and solve problems. 
e They can recruit people that have entrepreneurial personalities and approaches. 


8.4 


They can provide training and development programmes that teach people how to 
be creative, or they could arrange training by corporate entrepreneurs and members 
of the entrepreneurial team. 

They can structure rewards systems that reward employees for being 
entrepreneurial. 


HRM POLICIES AND ENTREPRENEURSHIP 


Kuratko et al (2011:248) take into consideration the desired entrepreneurial characteristics 
and culture for their discussion on human resource policies that are conducive to fostering 
entrepreneurial behaviour. In their discussion they identify critical human resource 
management policies to facilitate entrepreneurship in each of the five general human 
resources categories (Kuratko et al 2011:249-250): 


(1) 


Job planning and design 

e The idea is to give employees broadly defined job-related tasks with more 
decision-making discretion. 

e Once a person is selected into the organisation, staffing practices are designed 
around broad career paths and multiple career ladders for the employee. Board 
career paths and multiple career ladders provide exposure to more areas of the 
organisation. This exposure enhances idea generation and problem solving. 

e A person should not be selected to do a task or for an entrepreneurial team based 
on past experience — selection should be more open. Open selection allows for 
self-selection into entrepreneurial positions, hence a better match between the 
entrepreneurial requirements of the organisation and the individual's needs. 


Recruitment and selection 

This includes the need to create an entrepreneurial culture, together with the need to 
recruit externally, increase the importance of employee orientation and socialising 
programmes. 


Training and development 

Changing job elements and the need to keep abreast of the newest technology 
create the need for continuous training. Training should be unstructured and 
unstandardised, and should focus on the individual's knowledge requirements. This 
type of training allows individuals to respond to new challenges in unique ways, and 
to adapt to environmental changes. Training should also include entrepreneurial 
skills such as navigating through organisational politics, ways to obtain sponsors and 
building resource networks. 


Employee performance evaluation 

e Entrepreneurship is fostered where performance evaluations and discretionary 
compensation are based on long-term results and a balance between individual 
and group performance is maintained. 

e Performance appraisals should measure outcomes or results, rather than the 
methods that were employed to achieve the results, since entrepreneurship 
sometimes requires employees to secure resources in novel and innovative ways. 


Compensation and rewards 

Entrepreneurial individuals display a pronounced need for achievement and also 
require rewards for their efforts. Employees should be involved in setting high 
performance standards and designing rewards systems. 


The above is by no means a comprehensive list of the human resource management 
practices that facilitate entrepreneurship. You should review Table 9.2 (Kuratko et al 


2011:249-250), which outlines human resources policies which are consistent with 
entrepreneurial behaviour. 


8.5 SOME EVIDENCE TO SUPPORT THE RELATIONSHIPS 


In this section the authors discuss the research study conducted by Morris and Jones 
(1995)to determine whether HRM practices actually affect the entrepreneurial performance 
in companies. 


Please read this section for your own information. 


8.6 ENTREPRENEURIAL MOTIVATION AND THE CRITICAL ROLE OF REWARD 
SYSTEMS 


Rewards come in many forms. Some people prefer financial rewards, others seek power 
and status, and yet others strive for career development and self-actualisation or social 
rewards. Clearly, rewards are a powerful tool in influencing behaviour. The question is not 
whether employees are motivated, but whether they are motivated to act in a certain 
manner — in this case, to display entrepreneurial behaviour. 


Kuratko et al (2011:255-259) introduce the expectancy model for entrepreneurial 
behaviour, which states that an individual's motivation to be entrepreneurial is a function of 


e the extent to which the person perceives a direct relationship between the effort 
he/she puts forth, and successful performance on the employee's appraisal and 
evaluation system 

e the extent to which the person perceives a direct relationship between a good 
performance appraisal and rewards 

e whether the company is offering the right rewards 


The job of the manager is to ensure that employees see the link between effort and a good 
appraisal, and between a good appraisal and rewards, and that the rewards are those that 
would inspire the employee to be entrepreneurial. Kuratko et al (2011:194) explore the 
model in depth. From the diagram in Figure 7-2 it is possible to identify some of the 
reasons why employees might not be motivate to be entrepreneurial on the job. The 
authors proceed to identify 15 possible reasons. 


Activity 8.2 


How do you think entrepreneurs and innovative employees in the organisation should be 
rewarded for their efforts to be innovative? 


Feedback 
Some of the suggestions that you may have made, could have included the following: 


e Employees could be given different types of holidays (local or overseas) for 
proposing new ideas. 

e They could be given the option to buy shares in the business for developing and 
implementing a profitable product. 

e They could win awards in the form of prizes on the company's awards day. 

e They could be promoted to manager of that particular product division. 


e The company could start an awards programme whereby staff can earn points for 
different types of innovative behaviour. They can then redeem the points to buy 
computers, training course tuition, or other rewards. 


From the model, Kuratko et al (2011:255) have identified reasons why an employee might 
not be motivated to act entrepreneurially in his/her job. These reasons are related to 


effort expectation 

the effort-performance relationship 
the performance-reward relationship 
the nature of the rewards 


A number of creative ways to reward employees are listed in Table 9.4 (Kuratko et al 
2011:190). Furthermore, in Table 9.4 the authors provide principles to guide the use of 
rewards programmes to encourage entrepreneurship. 


8.7 SUBORDINATES' VIEW OF THE ENTREPRENEURIAL MANAGER 


HRM practices should not only encourage entrepreneurial behaviour, but should also 
facilitate the development of entrepreneurial managers. From a research study, 11 key 
behaviours that are characteristic of entrepreneurial managers were defined (Kuratko et al 
2011:259-261). 


6.8 THE NEED FOR A CHAMPIONS PROGRAMME 


According to Kuratko et al (2011:261), companies should develop a formal champions 
programme as another valuable component or practice for promoting entrepreneurial 
behaviour. Such a programme should address the following issues: 


the role of the champion 

the supporting infrastructure to allow potential champions to step up to the plate 
nature and scope of the champion’s responsibilities and concomitant reward 

a set of characteristics that the organisation looks for in a champion 


The programme should encourage talented and ambitious individuals in the organisation to 
develop and implement their product ideas. 


Summary 


In this study unit facilitating entrepreneurship in the organisation was explored. More 
specifically, HRM's role in facilitating entrepreneurship in the organisation was discussed. 


In this study unit it is argued that the design of human resource management practices 
plays a critical role in the level of entrepreneurship in the organisation. The work 
environment, the functions and activities of human resource management in the 
organisation, and the relationship between human resource management practices and 
entrepreneurial behaviour were discussed. The expectancy model of motivation and the 
role of rewards in fostering entrepreneurial behaviour were explained. A champions 
programme was also proposed and the characteristics of entrepreneurial managers were 
identified. Read again the ‘Summary and conclusions’ in Kuratko et al (2011:264-266). 


Study unit 9 deals with corporate strategy and entrepreneurship. 


Please read ‘Innovation through People at 3M’ in ‘The Innovator's Notebook’box on pages 
262 to 263 of your prescribed book. 


Reflect on how the concept of “creative abrasion” may be applied to 3M’s pillars of 
innovation. 


Assessment 


1. 


Although all employees are rich in entrepreneurial potential, most of them fail to 
capitalize on this potential. Describe the challenge to management of creating an 
entrepreneurial work environment. 


Human resource management is abroad concept that captures a set of tasks. What 
are the major functions of human resource management in the organisation? 


Typically HR practices are not consistent with entrepreneurial behaviour. Explore 
how human resource management practices in the organisation can facilitate 
corporate entrepreneurship. 


Different motivational models exist but one that seems appropriate for motivating 
entrepreneurial behaviour is the expectancy model. Illustrate the expectancy model 
of motivation for entrepreneurial behaviour and identify reasons why an employee 
might not be motivated to act entrepreneurially in his/her job. 


We are living in an era where teamwork, cooperation, consensus and conflict 
avoidance seem to be the focus in organisations. Explain the concept of creative 
abrasion and justify why it is necessary for entrepreneurial innovation. 


Unlimited possibilities exist when it comes to creative approaches to reward 
entrepreneurial performance. Give five examples of rewards that can be used to 
motivate entrepreneurial behaviour. 


From the vantage point of the subordinate, what attributes are associated with 
having an entrepreneurial boss? List 11 key behaviours that are characteristic of the 
entrepreneurial manager. 


Another valuable human resources management approach to fostering 
entrepreneurship involves the creation of a formal champions program. Explain why 
a champions programme should be developed in an organisation. 


Possible answers to the assessment questions 


1. 


Entrepreneurial work environment. In your answer you should explain the concept of 
the work environment and explain in which three ways the work environment should 
be conducive to entrepreneurship. Refer to pages 246 to 247 in Kuratko et al (2011). 


Human resource management functions. The HRM functions are listed in Table 9-1 
on pages 244 to 245 in your textbook. 


HRM policies consistent with entrepreneurial behaviour. From Figure 9-1 and Table 
9-2 and pages 244 and 245, respectively, 188 in your textbook detail is provided as 


to how HRM policies can be structured to be consistent with entrepreneurial 
behaviour, using key elements of the HRM system, under the following headings: 

e job planning and design 

recruitment and selection 

training and development 

performance appraisals 

compensation and rewards 


A model of motivation for entrepreneurial behaviour. In your answer you had to draw 
Figure 9.2 and then, using the model and the linkages in the model, you had to 
explain why employees may not be entrepreneurial; 15 reasons are explained on 
pages 255 to 257 in your textbook. 


Creative abrasion. The fostering of entrepreneurship requires that managers figure 
out how to get different approaches and perspectives to grate against one another in 
a productive process that can be termed ‘creative abrasion’. Creative abrasion 
serves to facilitate divergence, and highlights differences that are natural and that 
increase the level of stimulation and variety in the organisation. Refer to pages 247 
to 248 in your text book. 


Rewards. A list of creative ways to reward employees for entrepreneurial behaviour 
appears in Table 9.4 on page 257 to 258 in your textbook. 


Entrepreneurial manager. Refer to page 259 to 260 in your textbook, where 11 types 
of behaviour that are typical of entrepreneurial managers are described. 


Champions programme. In answering this question, you should first define a 
champions programme and then use the information provided (Kuratko et al 
2011:261-262) and your own knowledge to explain why a champions programme is 
necessary/important. 


Study unit 9 


Building structures to support entrepreneurship 


INTRODUCTION 


It can be said that the culture of an organisation refers to the personality of the 
organisation. One of the ‘personality’ characteristics that we should try to develop in 
organisations is entrepreneurship, so that they may be described as being entrepreneurial. 
How do you think that entrepreneurship can be developed as an integral part of the 
organisational culture? Read the ‘Introduction’ in Kuratko et al (2011:267). 


Aim of the Study Unit 


In this study unit we explore the nature of culture and the role organisational culture plays 
in sustaining entrepreneurship, as well as the values and norms associated with an 
entrepreneurial culture and the ways in which they manifest. Some suggestions for 
affecting an organisation’s culture will be offered. Attention will be focused on the concept 
of failure as an aspect of culture, why failure is critical for entrepreneurial success and new 
approaches for thinking about and managing failure. We endeavour to answer questions 
such as: 


e What is the nature of culture in organisations? 

® What are the elements and levels of culture? 

e What is the link between culture and the core ideology and envisioned future of the 
organisation? 

Do generic culture types exist? 

What is an entrepreneurial culture? 

Why would individualism contribute to an entrepreneurial culture? 

Why would an entrepreneurial company celebrate failure? 

Can different subcultures result in abrasion in the organisation? 

In what ways do entrepreneurial leadership differ from entrepreneurial culture? 


Learning outcomes of study unit 


Once you have completed this study unit, you should be able to: 


e debate the nature of culture in organisations 

° describe the six elements of culture and indicate on a diagram the levels of 
organisational culture 

e connect organisational culture with the concepts of core ideology and envisioned 

future 

explain the generic culture types 

explore the elements of an entrepreneurial culture 

contrast individualism with collectivism in the context of entrepreneurial culture 

scrutinise the relationship between failure and entrepreneurship 

examine how subcultures can impact on entrepreneurship in the organisation 

differentiate between entrepreneurial leadership and an entrepreneurial culture 


Contents 
pes 9.1 The nature of culture in organisations 
9.2 


The pieces and parts of culture 
9.3 Core ideology and the envisioned future 
9.4 Generic culture types 
9.5 Elements of an entrepreneurial culture 
9.6 Entrepreneurial development through culture: Eli Lilly & Co. 
9.7 Exploring a key value: individualism 
9.8 A culture with a different view of failure 
9.9 Cultures within cultures 
9.10 Leadership and culture 


Summary 


Unit assessment 


Key concepts 
In conclusion of this study unit you should be able to understand and explain each of these 


concepts. Your understanding of these concepts will enable you to create the 
entrepreneurial organisation. 


culture 

elements of entrepreneurial culture 
core ideology 

envisioned future 

generic culture types 

individualism 

collectivism 

failure 

subcultures 

entrepreneurial leadership 


Study pages 267 to 294 in Kuratko et al (2011). 


9.1 THE NATURE OF CULTURE IN ORGANISATIONS 


The organisation's ability to develop and maintain an entrepreneurial posture is contingent 
on the organisation's culture. Robbins (2001:510) refers to culture as a system of shared 
meaning held by members of the organisation that distinguishes the organisation from 
other organisations. Culture serves as a steering mechanism that guides and shapes the 
attitudes and behaviour of employees. Culture allows organisations to develop a core set 
of assumptions, understandings and implicit rules that govern day-to-day behaviour in the 
workplace. 


Kuratko et al (2011:267-268) define the concept of culture and differentiates between 
cultures in terms of their key dimensions. These dimensions are: 


e positive versus negative cultures 


e strong versus weak cultures 
e homogeneous versus heterogeneous cultures 
e consistent versus inconsistent cultures 


Robbins (2001:515) states that the role of culture in influencing employee behaviour is 
increasingly important in today's workplace. Organisations have wider spans of control, 
flatter organisational structures, empowered employees and teams — the shared meaning 
provided by a strong culture ensures that everyone is pointed in the same direction. 


The elements of culture will be discussed next. 


9.2 THE PIECES AND PARTS OF CULTURE 
Kuratko et al (2011:268) identify and describe six core elements of culture. They are: 


values 

rules of conduct 
vocabulary 
methodology 
rituals 

myths and stories 


From these elements we can deduce that cultures consist of substance and forms. Kuratko 
et al (2011:269 and Figure 10-1) further explain culture as having three different levels 
(which have either substance or form characteristics), namely 


(1) assumptions 
(2) values 
(3) artifacts and creations 


The inference is that, if the goal is to create work environments that support 
entrepreneurship, culture underlies all the other components of the workplace, that is, 
reward systems, company structures, control systems, the strategic direction of the firm 
etcetera. 


In the next section we discuss core ideology and the envisioned future as components of 
culture. 


9.3 CORE IDEOLOGY AND THE ENVISIONED FUTURE 


Entrepreneurial organisations have a vision. Organisations have a sense of what they are 
and where they want to be. A vision has two parts: 


(1) What the organisation is — the core ideology 
Kuratko et al (2011:271) explain the concept of core ideology, which includes core 
values (what the organisation stands for) and the core purpose (the reasons for the 
organisation's existence). The core ideology should not change as products mature, 
markets evolve, technology emerges, or the leadership of the company changes. 


(2) What the organisation aspires to become — the envisioned future 
Entrepreneurial organisations also have an envisioned future. While the core 
purpose can be a never-ending quest, the envisioned future is about setting clear 
and challenging goals which the organisation is compelled to achieve over the 
following ten or twenty years (Kuratko et al 2011:272). Goals motivate people and 
evoke passion and conviction. 


9.4 GENERIC CULTURE TYPES 


From research conducted by Deal and Kennedy, Kuratko et al (2011:272-274) conclude 
that distinct types of cultures evolve in organisations, resulting in four prototypes of culture: 


(1) the process culture 

(2) the tough-guy/macho culture 
(3) the work-hard, play-hard culture 
(4) — the bet-the-company culture 


Culture types that facilitate high or managed risk encourage entrepreneurial behaviour, 
while cultures that have a strong process orientation are likely to discourage 
entrepreneurship. 

Many authors have identified specific elements of organisational culture that support 
innovation and entrepreneurship. The next section deals with these elements. 


Activity 9.1 


Assess the company where you are employed with regard to its culture. Interview a few 
your co-workers and a manager about the values the company stands for and promotes, 
and the rules of conduct in the organisation. Does your company have a code of conduct? 


Would these values encourage entrepreneurship? What in particular contributes to an 
entrepreneurial thinking and actions in your company? 


Feedback 


In your research you may have found answers similar to those found by Nayager and Van 
Vuuren (2005:4) in their research. They identified the following factors as contributing 
towards an entrepreneurial culture: 


allowing employees to suggest, experiment with and develop new ideas 

allowing employees time to develop new ideas 

tolerance for mistakes and failure 

rewarding entrepreneurs for their initiatives 

allowing employees to work in cross-functional entrepreneurial teams to develop new 
ideas 

e middle managers that champion and sponsor innovations 

e having a market orientation or focus on the customer 

e the allocation of resources to entrepreneurial teams and initiatives 


Having read these statements, does your company practise any of the above? Do you 
think your company has an entrepreneurial culture? 


9.5 THE ELEMENTS OF AN ENTREPRENEURIAL CULTURE 


In this section, Kuratko et al (2011:275) synthesise the components of an entrepreneurial 
organisational culture as researched by Timmons (1999), Peters (1997) and Cornwall and 
Perlman (1990), extracting eight common elements of entrepreneurial culture. These are 
listed on page 281to 282. 


Entrepreneurial culture is complex and is not only about identifying important values, but 
about choosing between values that conflict with one another and co-exist with one 
another. A balance must therefore be struck between values. 


As illustrated in Figure 10-2 in your textbook, Tropman and Morningstar isolated ten 
primary values and placed them on a continuum. For an organisation to be entrepreneurial 
the following values should be adhered to: 


singular purpose 

strong focus on excellence 

common class/group interests, while respecting differences 

guided more by organisational goals/purposes than personal purpose , 

a leaning towards consensus decision-making 

qualitative decision-making balanced with empirical decision-making 

expediency balanced by integrity 

driven more by performance-based rewards than tenure-base rewards 

stronger career focus than job focus 

intimate concern with the organisation, without intruding into people's personal lives 


9.6 ENTREPRENEURIAL DEVELOPMENT THROUGH CULTURE 


Read the example of Eli Lilly and Co. in Kuratko et al (2011:279). 


The authors provide this as an example of entrepreneurial development through culture in 
a company. 


9.7 EXPLORING A KEY VALUE: INDIVIDUALISM 


Entrepreneurship requires a champion — an individual to keep the idea alive, keep the 
entrepreneurial project going, or to fight through politics and rejection. But in the 
entrepreneurial organisation there may be a down side to individualism. It may result in 
entrepreneurs pursuing their own goals at the expense of the group, project or 
organisational goals. 


The ability to achieve sustained entrepreneurship is dependent on a balance between 
individualism and collectivism. Kuratko et al (2011:280-281 and Table 10-3) contrast the 
concepts of collectivism and individualism and their positive and negative aspects as they 
pertain to an entrepreneurial organisation. The balance between individualism and 
collectivism is illustrated in Figure 10-3 (Kuratko et al 2011:282). 


9.8 A CULTURE WITH A DIFFERENT VIEW OF FAILURE 

Failure is a stepping-stone to success. A concept or a new product or service may fail a 
few times before succeeding. Failure is a learning curve. Yet many organisations that 
purport to be entrepreneurial do not accept failure or promote safe and trusted methods, 
and may punish staff for failure. The culture of the entrepreneurial company celebrates 
failure. 


Kuratko et al (2011:284) identify three types of failure: 


e moral failure 


e personal failure 
e uncontrollable failure 


In conceptualising failure, the authors propose a different perspective to the failure- 
success continuum (Fig 10-4) which moves along a single line and suggest that failure and 
success should be seen as distributed on two axes (lower graph in Fig 10-4) with multiple 
degrees of success and failure. 


The authors discuss the process of learning from failure and overcoming the concomitant 
grief. They suggest various ways in which the organisation can assist in the grief-recovery 
process. 


3.9 CULTURES WITHIN CULTURES 


Within the culture of the organisation, a number of subcultures usually exist. One is likely 
to find different cultures in different functions, business units or divisions. 


This section explains that different subcultures influence the way entrepreneurship 
manifests in a particular business unit, function or division and that conflict may arise as a 
result of conflicting subcultures between departments 


9.10 LEADERSHIP AND CULTURE 


A distinction is made between entrepreneurial leadership and entrepreneurial culture. 
When an entrepreneurial leader who drives innovative performance exits from an 
organisation which did not have an entrepreneurial culture, innovative performance will go. 
To imbed the innovative culture Timmon’s developed a ‘chain of greatness’ model which is 
illustrated in Figure 10-5 (Kuratko et al 2011:289). Following this activities in this chain, 
entrepreneurial mindsets and values can be fostered, reinforced and perpetuated. 


Summary 


In this study unit we explained how culture can promote entrepreneurship in the 
organisation and that entrepreneurship should be an element of organisational culture. We 
started by discussing general aspects of culture such as the nature of culture, the pieces 
and parts of culture and generic culture types. We then moved on to the elements of 
entrepreneurial culture. The concepts of collectivism and individualism as they pertain to 
entrepreneurship were explored and the importance of the attitude towards failure in the 
organisation was discussed. The issue of subcultures and leadership and culture in the 
organisation was also explored. Read the ‘Summary and Conclusion’ in Kuratko et al 
(2011:293). 


Read the case study ‘Why Inuit Welcomes Failure’ in the box ‘Innovator’s Notebook” on 
page 290-292 in your text book. 


After reading ‘Why Inuit Welcomes Failure’, reflect on the ‘Discussion Questions’ on pages 
292 to 293. 


WA 


Assessment 


— 


Although culture is intangible, it is real and transcends every aspect of an 
organisation. Define culture in organisations, distinguishing between the dimensions, 
the elements and the level of culture. 


Entrepreneurial companies are guided by a vision, Differentiate between the two 
aspects of vision, namely core ideology and envisioned future. 


Deal and Kennedy argue that distinct types of cultures evolve within companies. 
Discuss their four prototypes of culture . 


What is an entrepreneurial culture? 


Tropman and Morningstart examined ‘primary values’ or core cultural values, and 
concluded implications for entrepreneurship. Identify these values and apply them to 
entrepreneurship. 


Entrepreneurship does not happen without individuals. Differentiate between 
collectivism and individualism and argue a case in favour of sustain a balance 
between individualism and collectivism. 


A tendency of ‘zero error cultures’ are evident within many companies. How then, 
can a company with a culture that celebrates failure be considered entrepreneurial? 


Apart from a dominant culture, companies tend to also develop subcultures. Explain 
how subcultures can influence how entrepreneurship manifests in the organisation. 


Possible answers to the assessment questions 


Culture. In your answer to this question, you should have addressed the following: 
Kuratko et al (2011:267-268) define the concept of culture and differentiates between 
cultures in terms of their key dimensions. These dimensions are: 

e positive versus negative cultures 

e strong versus weak cultures 

e homogeneous versus heterogeneous cultures 

e consistent versus inconsistent cultures 


Kuratko et al (2011:269) identify and describe six core elements of culture. They are: 
values 

rules of conduct 

vocabulary 

methodology 

rituals 

myths and stories 


Culture has three different levels (which have either substance or form 
characteristics), namely 

(1) assumptions 

(2) values 

(3) artifacts and creations 


Entrepreneurial vision. In your answer you should have been guided by the 
explanation of core ideology and envisioned future+ on pages 271 to 272 in your 
textbook. 


Prototypes of culture. Your answer should include a description of the four different 
types of culture (Kuratko et al 2011:274), namely. 

(1) Process culture 

(2) Tough guy/macho culture 

(3) Work hard /play hard culture 

(4) Bet-the-company culture 


Entrepreneurial culture. It seems that entrepreneurial culture has eight elements, 
which are listed on pages 275 to 276 in your textbook. 


Core cultural values and entrepreneurship. Tropman and Morningstar identified ten 
core cultural values and placed each on a continuum. On these continuums the 
indicated where the entrepreneurs value should lie. Refer to pages 277 and 278 and 
Table 10.2 in your textbook. 


Individualism versus collectivism. Refer to pages 279 to 280 in your textbook for the 
definitions of collectivism and individualism and reasons why a combination of both is 
required in the entrepreneurial organisation. In your argument you should also refer 
to Table 10-3 and Figure 10-3. 


Failure. The crux of the matter lies in how failure is conceptualized. Failure and 
success are not opposites. Failure can contribute to eventual success. Read the 
discussion on pages 281 to 288 in your textbook 


Subcultures. How subcultures develop is explained on page 288 in your textbook 
and then it is argued that when subcultures are opposing each other, it could hinder 
entrepreneurial development in the company. 


Topic Summary 


Topic 2 dealt with creating an organisational environment that is conducive to corporate 
entrepreneurship. In the five study units on this topic we explored the major elements that 
come together to create a work environment that not only supports, but encourages 
entrepreneurial behaviour on the part of employees. Human resources, strategy, structure 
and culture are four critical aspects that must be addressed by the organisation seeking to 
find the key to entrepreneurial activity. 


The next topic deals with entrepreneurial performance and sustaining entrepreneurship 
into the future of the organisation. 


Topic 3 
Continuous entrepreneurial performance 


Aim 
The aim and learning outcomes of the topic 


The purpose of this topic is to introduce you to practical methods to achieve and sustain a 
high level of entrepreneurial performance within the organisation. Each of the five chapters 
in this topic is designed to examine a particular facet of entrepreneurial performance. 
These facets include the major constraints that entrepreneurial employees must regularly 
overcome, the roles that leaders must play when _ initiating and implementing 
entrepreneurial activity, methods to assess entrepreneurial activity over time, critical ways 
in which organisational controls can hinder or facilitate entrepreneurial behaviour and 
finally, ways of sustaining entrepreneurship into the future of the company. 


Learning outcomes 


Once you have completed this topic, you should be able to 


e analyse the constraints on entrepreneurial performancedesign entrepreneurial 
control systems 

e describe the roles that leaders at different levels in the organisation play in initiating, 
implementing and sustaining entrepreneurial activity 

e use appropriate methods to assess entrepreneurial activity over timeevaluate critical 
ways in which organisational controls can hinder or facilitate entrepreneurial 
behaviour 

e implement ways to sustain entrepreneurship into the future of the company 


Overview of the topic 


Topic 3 comprises of five study units. 


Topic 3 


Study unit 10 


Study unit 114 


Study unit 12 


Study unit 13 


Study unit 14 


Designing 
entrepreneurial 
control systems 


Leading the 
entrepreneurial 
organisation 


Forces working 
against 
corporate 
entrepreneurship 


Measuring 
entrepreneurial 
performance 


Sustaining the 
entrepreneurial 
company in the 
twenty-first 
century 


Study unit 10 
Designing entrepreneurial control systems 


INTRODUCTION 


Control systems in organisations tend to start out simple. Over time they steadily evolve, 
becoming more sophisticated and complex. As more procedures, systems and 
documentation requirements are added, managers are increasingly inclined to 
micromanage each and every activity, and to establish quantitative benchmarks in as 
many activity areas as possible. Benchmarks can become ends in themselves, while 
conveying a lack of trust in employees. 


There is also an issue of efficiency versus effectiveness. Efficiency is concerned with 
minimising the expenditure or resources needed to complete a task. Effectiveness is 
concerned with ensuring that the correct tasks are being accomplished. The control 
systems in organisations have placed the emphasis on efficiency and have ignored 
effectiveness. 


Control systems have an effect on the level of entrepreneurship exhibited in an 
organisation. The crucial question here is, how can control systems in the organisation 
facilitate control over resources in the organisation and encourage entrepreneurial 
behaviour? Read the ‘Introduction’ in Kuratko et al (2011:297) 


Aim of the Study Unit 


In this study unit we look at the relationship between control and entrepreneurship, types 
of control mechanisms and dimensions of control systems. We explore approaches to 
control that encourage entrepreneurship and the need to achieve a balance between 
looseness and tightness of controls. We examine the issue of control over a company’s 
financials and introduce the concept of profit pool. We endeavour to answer questions 
such as the following: 


What is the nature of control in organisations? 

What are the consequences of an organisation out of control? 

What are the underlying characteristics of an organisation’s control system/ 

How can organisations structure a balance between lose control and tight control? 
How can control systems facilitate control of resources to encourage entrepreneurial 
behaviour? 

e How can control measures restructure operations within the organisation? 

e How can control measures be used to encourage employee performance? 


Learning outcomes of study unit 


Once you have completed this topic, you should be able to 


explore the relationship between control and entrepreneurship 

differentiate between types of control mechanisms 

identify the dimensions of control systems 

evaluate approaches to control that encourage entrepreneurial behaviour 

examine the control over an organisation’s financials and the role of open book 
accounting in supporting entrepreneurship 

e assess the value of profit pools as a vehicle for discovering new opportunities within 
the current operations of a company 


Contents 


10.1 The nature of control in organisations 

10.2 Organisations out of control: a story of unintended consequences 
10.3 Dimensions of control and entrepreneurship 

10.4 +A paradox: simultaneous looseness and tightness 

10.5 = Approaching control and entrepreneurship as complementary 
10.6 Expanding on the concept of slack 

10.7 Internal venture capital pools 

10.8 Control and costs: the open-book revolution 

10.9 The concept of profit pools 


Summary 
Unit assessment 


Key concepts 


In conclusion of this study unit you should be able to understand and explain each of these 
concepts. Your understanding of these concepts will enable you to measure 
entrepreneurial performance. 


organisation control 

dimension of control 

simultaneous looseness and tightness 
slack 

internal venture capital 

open-book revolution 

profit pools 


Study pages 298 to 300 in Kuratko et al (2011). 


10.1 THE NATURE OF CONTROL IN ORGANISATIONS 


Control systems can be defined as those formal and informal mechanisms that help 
individuals regulate their jobs and all resources. Controls ensure that people perform their 
jobs in a manner that is consistent with the organisation's purpose. 


Kuratko et al (201 1:298) identify three areas of control: 


(1) inputs 
(2) behaviours and processes 
(3) outputs 


Kuratko et al (2011:390) explain that a control system can comprise a number of elements. 
A list of these is provided in Table 11.1. 


The authors explain that various control measures and mechanisms can be grouped into 
four general categories: 


(1) simple control 
(2) technological control 
(3) bureaucratic/administrative control 


(4) concertive/cultural control 


Even though control measures in the organisation are necessary, they can be 
disadvantageous. The unintended consequences of control are addressed next. 


10.2 ORGANISATIONS OUT OF CONTROL: A STORY OF UNINTENDED 
CONSEQUENCES 


Control is vital in organisations and control mechanisms may be well intended, but they 
may have unintended consequences such as the following: 


(1) Trust problem. The conclusion by employees that they are not trusted, may 
undermine their willingness to tap their creative energies and come up with 
innovative ideas. 

(2) Slowness problem. Controls can evolve to the point where they slow the organisation 
down. If there are detailed documentation requirements and elaborate steps that 
must be followed by employees, then activities take a longer time to complete and 
people work more slowly as well. 

(3) Means-end problem. Managers may get so caught up in trying to create control 
mechanisms that they lose sight of what the controls were meant to accomplish. 

(4) Efficiency-effectiveness problem. Control measures may be able to achieve 
efficiency, but they ignore effectiveness. 


Kuratko et al (201 1:300-302) discuss the unintended consequences of control. 


Given the above, it is clear that a control mechanism could be controlling the wrong thing 
or nothing at all. 


In terms of entrepreneurship, entrepreneurial employees waste a considerable amount of 
time and effort finding ways and means through bureaucratic controls; the effort could be 
better spent in inventing new products. 


10.3. THE DIMENSIONS OF CONTROL AND ENTREPRENEURSHIP 


A control system can be characterised by a number of key attributes. Kuratko et al 
(2011:395) summarise these characteristics in Figure 11.1: Terms of seven underlying 
dimensions and places them on a continuum. 


The principle outcomes sought through the control effort are: 
(1) risk reduction 

(2) elimination of uncertainty 

(3) highly efficient operations 

(4) goal performance 

(5) specific role definitions 


(1) from risk reduction to risk tolerance 

(2) from the elimination of uncertainty to the management of uncertainty 
(3) from highly efficient operations to enlightened efficiency 

(4) from goal conformance to goal congruence 

(5) from specific role definition to role flexibility 


Control as it relates to entrepreneurship is discussed in the next section. 


10.3.1. The entrepreneurial philosophy of control 
Two general philosophies dominate the theory of control, namely: 


(1) command and control 
(2) no surprises 


There are 11 elements inherent to an entrepreneurial philosophy of control (Kuratko et al 
2011:304-308 and Table 11.2). 


The principles of an entrepreneurial philosophy of control include the following: 


(1) A-sense of trust 
(2) Managers must give up control to gain control by addressing issues such as 
ownership, accountability and empowerment. 


The relationship between entrepreneurship and control is not one of getting more 
entrepreneurship if there is less control. The real issue is the nature and intent of the 
control, and how it is used. Furthermore, the degree of control can be expected to vary 
with the types of entrepreneurship the company seeks. Figure 11-2 illustrates the link 
between control and types of innovation initiatives. 


In the next section we look at slack and internal venture capital. 


10.4 =A PARADOX: SIMULTANEOUS LOOSENESS AND TIGHTNESS 


Entrepreneurship poses a dilemma for control efforts in the organisation. In theory, the 
organisation designs control systems that facilitate effective organisational outcomes such 
as efficiency, risk reduction and conformity. But in the entrepreneurial organisation we 
require the management of uncertainty, risk tolerance, empowerment and experimentation. 
Given these two perspectives, it is evident that there has to be a balance between the 
tightness and looseness of control in the organisation. 


The concept of balance is illustrated in terms of three characteristics of control systems, 
namely: 


(1) administrative formality/informality 
(2) managerial flexibility/inflexibility 
(3) budgetary tightness/looseness 


Kuratko et al (2011) continue the discussion on the paradoxes as they relate to the three 
characteristics. They conclude by surmising that the relationship between the various 
dimensions of control and entrerpreneurship should be an inverted U. 


10.5 ©=APPROACHING CONTROL AND ENTREPRENEURSHIP AS 
COMPLEMENTARY 


A tendency exists to regard control processes as an antithesis to the interests of corporate 
entrepreneurship. However, the evidence suggests that control systems can positively 
contribute to the successful introduction of new products and technologies. Kuratko et al 
(2011:310) highlight three implications for managerial entrepreneurial activity that these 
research findings have. 


10.6 EXPANDING ON THE CONCEPT OF SLACK 


Organisations, no matter their size, have limited resources. Departments and sections in 
the organisation compete for these resources. Entrepreneurial organisations have yet to 
find ways to make resources available for informal experimentation. 


Related to the above, is the concept of organisational slack, which implies a degree of 
looseness in resource control and availability. Employees should be able to tap into 
resources without going through formal approval processes. Employees can borrow 
expertise, research, money, materials, equipment and other resources as they develop, 
test and refine new ideas and products. Kuratko et al (2011:311-312) discuss how to 
create organisational slack and focuses in a few issues, namely: 


e Managing slack involves a fine balancing act. 

e Slack is tied to the budgeting process in companies. 

e Slack depends on the types of resources in question and the demand for those 
resources. 


10.7 INTERNAL VENTURE CAPITAL POOLS 


Simply having slack in the organisation is not enough for entrepreneurial initiatives; the 
organisation has to make available seed capital and venture capital, separate from the 
operational budgets. Kuratko et al (2011:313-314) discuss sources of funding for 
innovative projects. 


Two contemporary concepts regarding corporate entrepreneurship and control are the 
open-book revolution and profit pools. These concepts are discussed in the final two 
sections of this study unit. 


10.8 CONTROL AND COSTS: THE OPEN-BOOK REVOLUTION 


The prevalent belief seems to be that employees must not know on what money is spent in 
the company. 

Open-book management strives to get all employees to think and act like owners of the 
business, to focus on the bottom line and to take joint responsibility. The financial records 
and all information are shared with all the employees. Employees are expected to ask 
“why” questions to increase understanding. Table 11.3 summarises the key ingredients of 
the open-book approach. 


Kuratko et al (2011:314-316) discuss the open book revolution in organisations. 


10.9 THE CONCEPT OF PROFIT POOLS 


The profit-pool concept involves analysing the total profit earned in an industry at all points 
along the industry's value chain. All profit and service segments in the value chain are 
identified and each is assessed in terms of its present and future profitability. From 
analysing where and how money is being made, management can determine where to 
concentrate entrepreneurial efforts. 


With the profit-pool method, new sources of revenue within the value chain can be 
identified, priorities can be established for acquisitions and expansions, insight can be 
obtained for targeting new customer groups and distribution channels, and _ internal 


operations can be refocused. Ultimately, profitability is improved and the business model 
of the firm is enhanced. 


Kuratko et al (201 1:316-318) discuss the profit-pool concept in greater detail. 


Activity 10.1 


Choose a company and determine the nature of control in the organisation by interviewing 
employees at different levels in the company. Does the organisation have an 
entrepreneurial philosophy of control? 


Feedback 


Organisations may have rigid and regimented control systems. For example, you might 
have found that the organisation's rigid control undermines its employees' ability to do their 
job and their willingness to tap their creative energies and come up with innovative ideas. 
Controls can evolve to the point where they slow the organisation down. If there are 
detailed documentation requirements and elaborate steps that must be followed by 
employees, then activities take longer to complete and people work more slowly. Also, as 
mentioned previously, control measures may be able to achieve efficiency, but they ignore 
effectiveness. 


On the other hand, the organisation might have an entrepreneurial philosophy of control, 
which entails: 


control is based on no surprises 

looser but more effective control elements 

a mindset of giving up control to gain control 

empowerment and discretion built into the job 

a basis of mutual trust 

an emphasis remaining on control 

allowance for organisational slack in terms of resource availability 
pools of internal venture capital 

varying levels of control based on the types of entrepreneurial behaviour that are 
sought 

e promotion of open and shared control information 


Most organisations will have a mix with regard to the type of control they employ — 
somewhere between the two extremes mentioned above. 


Summary 


In this study unit we explored control systems in organisations and their implications for 
corporate entrepreneurship. The nature of control in organisations was discussed, along 
with the entrepreneurial philosophy of control and specific elements of entrepreneurial 
control. Control in organisations is a necessity, but the nature and intention of control and 
how it is used will determine the level of entrepreneurship that exists in an organisation. 
The concepts of slack, internal venture capital pools, the open-book revolution and profit 
pools as a means of loosening control and facilitating entrepreneurship were discussed. 
Read the ‘Summary and Conclusions’ on pages 321 to 322 in Kuratko et al (2011). 


WA 


Please read the case study ‘Sony's Aggressive Control in a Dampened Economy’ in the 
box ‘Innovator’s Notebook’ on pages 319 - 320. 


Assessment 


1. 


Control sounds like an oppressive word. Explore the nature of control in 
organisations. 


Control initiatives are almost always well intentioned, but often have unintended 
consequences. Describe the unintended consequences control may have in an 
organisation. 


A control system can be characterised base on a number of key attributes. What are 
the principles outcomes sought through control efforts and how should these be 
adapted to facilitate entrepreneurial behaviour in companies? 


The question arises whether there is a guiding philosophy for control. Discuss the 
entrepreneurial perspective of a philosophy of control in the organisation. 


A company’s control efforts are especially concerned with people and money. Money 
is needed for resources. A key feature of entrepreneurial control systems is the 
aspect of organisational slack. Explain this concept. 


Open-book management is an approach that attempts to change the link between 
the employee and the company. Critically evaluate open-book management with 
specific reference to whether it fosters incremental innovation or discontinuous 
innovation. 


The concept of a ‘profit pool’ has been proposed by Gadiesh and Gilbert. Define the 
concept and explain how profit-pool analysis can contribute to increased 
entrepreneurial efforts. 


Possible answers to the assessment questions 


1. 


Nature of control. In answering this question, you should address the following 
issues (Kuratko et al 2011:398-399): 

- definition of control 

- application of controls 

- development of control systems 

- elements of organisational control systems 

- categories of control measures and mechanisms 


Unintended consequences of control. You should have discussed at least the four 
unintended consequences in Kuratko et al (2011:300-302). 


Your answer you should include a discussion on the attributes changing from risk 
reduction to risk tolerance, from the elimination of uncertainty to the management of 
uncertainty, from highly efficient operations to enlightened efficiency, from goal 
conformance to goal congruence, and from specific role definition to role flexibility. 


A control philosophy of ‘no surprises’ is more consistent with the creation of an 
entrepreneurial environment. Kurakto et al (2011:304-308) discuss this philosophy in 
detail. 


In your answer you should explain what the concepts of organisational slack implies. 
Then, you should have addressed the following three issues: 

- Managing slack involves a fine balancing act. 

- Slack is tied to the budgeting processes in the company. 

- Slack is relative to the demand for specific types of resources. 


Open-book management should be able to create discontinuous innovation, which 
means new products and services. This is because it allows employees to think like 
owners of the business or entrepreneurs, and because it provides them with the 
necessary information to think of new products and services. It encourages 
employees to engage with the information and develop something new. For a full 
answer to this question, refer to Kuratko et al (2011:314-316). 


In your answer to this question you should define the concept ‘profit pool’ and then 
discuss profit-pool analysis, explaining how it can contribute to entrepreneurial 
activity. Refer to pages 316 to 318 in Kuratko et al (2011). 


Study unit 11 


Leading the entrepreneurial organisation 


INTRODUCTION 


The practice of corporate entrepreneurship is a collective responsibility. In the 
organisation, three levels of management can be identified. These are top, middle and 
first-level or frontline managers. At each level it is critical that managers speak the 
language of entrepreneurship, reflect the values of entrepreneurship, continually reinforce 
those who behave entrepreneurially, and actively participate in entrepreneurial projects. 
The challenge for most companies is to produce a steady stream of innovations. 
Organisational leadership plays a big part in promoting entrepreneurship and successful 
innovation. Read the ‘Introduction’ on page 323 in Kuratko et al (2011) 


Aim of the Study Unit 


In this study unit we will focus on the roles and responsibilities of managers at the different 
levels in the entrepreneurial organisation. The outcomes of entrepreneurial behaviour will 
also be explored. Personal goals will be distinguished from organisational goals. Each of 
the three levels of management will be examined. Furthermore, the study unit will 
endeavour to answer questions such as the following: 


e How can managers lead organisations to be continuously entrepreneurial? 

e What are the roles played by top managers in promoting and_ sustaining 
entrepreneurship? 

What are the entrepreneurial imperatives of strategic leadership? 

How can leaders balance competing demands? 

What are the critical roles played by middle-level managers? 

What are the roles of first-level managers and non-level managerial personnel? 

Do guidelines for entrepreneurial leadership at any organisational level exist? 

How do managerial roles vary across the forms of strategic entrepreneurship? 

What entrepreneurial outcomes are expected at the individual and organisational 
levels? 


Learning outcomes of study unit 


Once you have completed this study unit, you should be able to 


e describe the roles, responsibilities and activities of managers at different levels within 
the entrepreneurial organisation 

e examine the roles of middle-managers in entrepreneurial organisation 

e contrast the roles managerial roles across the different forms of strategic 
entrepreneurship 

e explore some of the outcomes of entrepreneurial behaviour 

e describe the entrepreneurial outcomes at the individual and organisational levels 


Contents 


Top-level managers in the entrepreneurial organisation 

The entrepreneurial imperatives of strategic leadership 

Managing ambidextrously: balancing the old and the new 

Middle-level managers: linchpins in the entrepreneurial organisation 

First-level managers and non-managerial personnel: entrepreneurship at 
grassroots level 

Guidelines for entrepreneurial leadership at any organisational level 

Variations in managerial roles across the forms of strategic entrepreneurship 
Entrepreneurial outcomes 


Summary 
Unit assessment 


Key concepts 


In conclusion of this study unit you should be able to understand and explain each of these 
concepts. Your understanding of these concepts will enable you to lead the entrepreneurial 
organisation. 


strategic leadership 
top-level managers 
middle-level managers 
first-level managers 
managing ambitextrously 
entrepreneurial leadership 
management roles 


Study pages 323 to 346 in Kuratko et al (2011). 


11.1 TOP-LEVEL MANAGERS IN THE ENTREPRENEURIAL ORGANISATION 


Top managers play a critical role in promoting and sustaining entrepreneurship. Senior 
management provides the vision and strategic direction in the organisation. In this section 
the authors highlight the key differences between two alternate perspectives from which 
the organisation can be led, namely the traditional general management and strategic 
entrepreneurial leadership perspectives, summarised in Table 12-1 (Kuratko et al 
2011:324). 


To ensure an entrepreneurial corporate environment, top-level managers should execute 
three core responsibilities, namely: 


(1) Provide vision and ensure that it flows from the top down 
(2) Putin place ‘pro-entrepreneurship’ organisational architecture/design. 
(3) Select the ‘right’ personnel. 


Further to the specific roles of the top manager in sustaining entrepreneurship in the 
business, the authors discuss the entrepreneurial imperatives of which senior 
management must take ownership, and the need for top managers to balance concerns 
with current operations with possible future operations. 


11.2 ©THE ENTREPRENEURIAL IMPERATIVES OF STRATEGIC LEADERSHIP 


Top-level managers are tasked with six entrepreneurial imperatives as part of their 
strategic leadership role in the organisation. These are summarised in Table 12.2 and 
discussed on pages 326 to 328 in your text book. Top-level managers 


nourish an entrepreneurial capability 

protect innovations that threaten the current business model 
make opportunities make sense for the organisation 
question the dominant logic 

revisite the deceptively simple questions 

link the entrepreneurial strategy and the business strategy. 
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If top-level managers take cognisance of these imperatives, the organisation will be able to 
sustain a competitive advantage. 


11.3 MANAGING AMBIDEXTROUSLY: BALANCING THE OLD AND THE NEW 


Ambidextrous organisations are organisations that effectively balance the value attached 
to current business activity and the search for new value as realised through innovation. 
The competing demands of these two perspectives are summarised in Table 12-3 in 
Kuratko et al (2011:329) . The authors explain that for top managers to create 
organisational ambidexterity requires that they: 


e make innovation a core activity for their organisation 

e assume direct responsibility for both mainstream operations and newstream 
initiatives 

e set explicit goals for innovative outcomes 


11.4 MIDDLE-LEVEL MANAGERS: LINCHPINS IN THE ENTREPRENEURIAL 
ORGANISATION 


Middle-level managers play a critical role in implementing the strategies of top 
management and promoting and facilitating entrepreneurship in the organisation. 

Kuratko et al discuss the role that middle-level managers play in this regard and introduce 
a model for entrepreneurial behaviour (fig 12-1 Kuratko et al 2011:332) at middle- 
management level. The model focuses on the actions that middle managers must take for 
entrepreneurship to contribute meaningfully to organisational success. The question that is 
asked is: What is essential entrepreneurial behaviour for middle managers in terms of 
opportunities and resources? The answer to this question is that middle-level managers 
should endorse, refine and shepherd entrepreneurial opportunities and identify, acquire 
and deploy the resources needed to pursue those opportunities. Kuratko et al (2011:331- 
332) go on to explain how middle managers can achieve each of these entrepreneurial 
behaviours, namely: 


endorsement 

refinement 

shepherding 

identification of resources 
acquisition of resources 


os Bs) FIRST-LEVEL MANAGERS AND NON-MANAGERIAL PERSONNEL: 
ENTREPRENEURSHIP AT GRASSROOTS LEVEL 


The role of the first-level manager and non-managerial personnel in entrepreneurship is 
explained. 


Both first-level managers and non-managerial staff work at the front lines. Their 
entrepreneurial behaviours are classified into two groups, namely: 


(1) They operate as order takers implementing entrepreneurial initiatives. 

(2) They operate as autonomous actors with a boundary-spanning role pursuing 
entrepreneurial opportunities as a result of contacts with supplier organisations or 
customers. 


First-level managers and non-managerial staff are able to recognise opportunities, 

because they 

e work in positions in the organisation where much of the operational activities are 
performed 

e perform boundary-spanning activities or have linkages with key stakeholders 
associated with their jobs 


Each of the above is discussed in detailed. 


Activity 11.1 


Interview a friend or relative that works for a large company. The person you interview may 
be a manager or non-managerial staff member of the company. 

Discuss with them what role their managers play in encouraging entrepreneurial activity in 
the organisation. 


In your interview you should gather information about the extent to which managers 
encourage employees to be entrepreneurs, to find ideas and to recognise opportunities, 
and to what extent they assist them with access to resources to pursue entrepreneurial 
activities. In your interview you should also discuss with your interviewee to what extent 
the managers are receptive to ideas from employees. 


Feedback 


From your interviews you should now be able to assess to what extent the manager that 
you interviewed takes responsibility for: 


endorsement 

refinement 

shepherding 

identification of resources 
acquisition of resources 


11.6 GUIDELINES FOR ENTREPRENEURIAL LEADERSHIP AT ANY 
ORGANISATIONAL LEVEL 


Cohen (2002) in Kuratko et al (2011:335-337) argues that certain generic actions and 
perspectives that can be employed by personnel at any organisation level in the pursuit of 
entrepreneurial opportunities exist, namely 


e An obsession with finding new business opportunities 

e The construction of a ‘plan’ that clearly defines the entrepreneurial opportuninut and 
specifies a strategy for its exploitation 

e An ability to identify and gain the support of key stakeholders to the entrepreneurial 
effort. 


11.7. =VARIATIONS IN MANAGERIAL ROLES ACROSS THE FORMS OF STRATEGIC 
ENTREPRENEURSHIP 


Corporate entrepreneurship may occur in forms of strategic entrepreneurship other than 
new business creations, such as (Kuratko et al 2011:337): 


strategic renewal 

sustained regeneration 
domain redefinition 
organisational rejuvenation 
business model reconstruction 


Specific managerial roles at the three levels of management can be associated with each 
one of these five strategic entrepreneurship forms and these are summarised in Table 12- 
5 (Kuratko et al 2011:339) and the explained on page 338 in the text book. From Table 12- 
5 three conclusions follow and these are described. 


11.8 ENTREPRENEURIAL OUTCOMES 


The entrepreneurial outcomes when employees engage in entrepreneurial activities can be 
positive, negative or neutral. These outcomes can be measured on: 


(1) individual level - outcomes can be either intrinsic or extrinsic in nature. The 
individual’s satisfaction depends on a perception of equity or fairness. 

(2) level of the organisation — four types of outcomes: profitability, organisational 
learning, enhancement of manager’s entrepreneurial skills and increase employee 
morale and reduce employee turnover 


Both individuals and organisations will compare the outcomes of any entrepreneurial 
activity with the costs incurred. 


The individual-level outcomes and consequences and the organisational-level outcomes 
and consequences are discussed. 


Note that you should study this section together with Figure 12.1. 


The authors report on the findings of a research stud that focused on the relationship 
between antecedents and entrepreneurial outcomes. 


Summary 

This chapter explored the entrepreneurial roles and responsibilities of managers and non- 
managerial personnel at various levels in the organisation. The display of entrepreneurial 
behaviour by managers and non-managerial employees at all organisational levels is a 


function of the value those individuals place on the outcomes of entrepreneurial actions, as 
well as the extent to which the organisational context is conducive to entrepreneurial 
actions. Corporate entrepreneurship offers favourable outcomes for the individual and the 
organisation. It is consequently crucial to identify and understand the factors that 
encourage managers to exhibit entrepreneurial behaviour. Read the ‘Summary and 
Conclusions’ on pages 345 to 346 in Kuratko et al (2011). 


Read the case study The Acordia Companies: A Product of Entrepreneurial Leadership’ 
on page 342 to 344 in your text book. 


Reflect on the ‘Discussion Questions’ that follow the case study on page 344 in you text 
book. 


Assessment 


1. Top-level managers fulfil particular roles in the entrepreneurial process. Discuss the 
core responsibilities of top-level managers with regard to corporate entrepreneurship. 


2. Entrepreneurial imperatives are those aspects of strategic leadership that are 
inherently entrepreneurial in that they relate to the recognition and exploitation of 
opportunity. Explain the six entrepreneurial imperatives for top managers that form 
part of their strategic leadership role. 


3. To be ambidextrous is to be versatile. Explore what is meant by an ambidextrous 
organisation and the requirements for organisational ambidexterity. 


4. — Critically evaluate the model of middle-level managers’ entrepreneurial behaviour in 
Kuratko et al (2011:332). 


5. At the ‘grassroots-level’ personnel operate both as order takes and as autonomous 
actors pursuing recognized entrepreneurial opportunities. Discuss how being an 
‘order taker’ or an ‘autonomous actor’ can result in entrepreneurial initiatives. 


6. | From an individual and organisation standpoint the entrepreneurial outcomes can be 
positive, neutral or negative. Critically comment on this statement. 


Possible answers to the assessment questions 


1. In your answer you should explain how top-level managers, in terms of their 
responsibilities in the organisation, can promote entrepreneurship. Three core 
responsibilities are discussed on pages 324 and 325 in Kuratko et al (2011) and 
highlighted in section 11.1. You could have identified other core responsibilities 
identified in research and added these to your discussion. 


2. The six entrepreneurial imperatives for top-level managers that form part of their 
strategic leadership role are explained on pages 326 to 328 in Kuratko et al (2011) 
and summarized in Table 12-2. 


3. In your answer you should first define the concept of the ambidextrous organisation 
and then explain the three requirements for organisational ambidexterity which are 


highlighted in section 11.3 and explained on pages 329 and 330 in Kuratko et al 
(2011). 


4. In your answer you should consider whether the aspects of endorsing, refining and 
shepherding entrepreneurial opportunities and identifying, acquiring and deploying 
the resources needed to pursue those opportunities are a comprehensive description 
of the middle-level manager's entrepreneurial behaviour. In addition, you should 
have considered other organisational antecedents that may be critical to facilitate 
their entrepreneurial behaviour. Could you have added other outcomes to those 
listed under ‘individual-level’ and ‘organisational-level’? 


5.  First-level managers and non-managerial staff as order takers are involved with 
transformational activities such as production, marketing, customer service, 
distribution and are able to recognise better structures, processes and operational 
tactics. As autonomous actors they are able to recognise opportunities owing to their 
boundary-spanning roles. Further detail appears on pages 334 to 335 in Kuratko et 
al (2011). 


6. First, examine the consequences of entrepreneurial outcomes as the individual, both 
intrinsic and extrinsic, and then evaluate the consequences of entrepreneurial 
outcomes at the organisational level. In your discussion you should also include 
information from the model of middle-level managers’ entrepreneurial behaviour. A 
detailed discussion of individual and organisational-level outcomes appears in 
Kuratko et al (201 1:340-341). 


In the next study unit we shall look at the assessment of entrepreneurial performance. 


Study unit 12 
Forces working against corporate entrepreneurship 


INTRODUCTION 


In the large traditional organisation management practices are focused on controlling the 
organisation in terms of costs, efficiencies and resources. Entrepreneurship clashes with 
the mainstream operation, because it requires flexibility in terms of budgets and resources 
and changes to plans. Traditional management and the operations of the organisation are 
barriers or obstacles to corporate entrepreneurship. Companies tend to develop in ways 
that allow them to efficiently manage the present. Companies are not geared to creating 
the future. As a result, entrepreneurship clashes with the mainstream operations of the 
company. Read the ‘Introduction’ in Kuratko et al (2011:349). 


Aim of the Study Unit 


The purpose of this study unit is to explore the obstacles to entrepreneurship within 
companies and ways of overcoming them. The basic question that we consider in this 
study unit is how do the operations of the company constrain entrepreneurship? 

We will endeavour to answer other questions such as: 


e Is there a framework for categorizing the obstacles within a company that constrains 
the ongoing entrepreneurial process? 

e What are the most consequential challenges to corporate entrepreneurship? 

e How can management overcome the obstacle and constraints of corporate 
entrepreneur? 


Learning outcomes of the study unit 


Once you have completed this study unit, you should be able to 


e examine the barriers and obstacles within companies that constrain the ongoing 
entrepreneurial process 

° categorise the obstacles according to an existing framework 

e explore the most consequential challenges 

e solve the ethical dilemmas that surround entrepreneurial behaviour and corporate 


innovators 

e determine where to begin the efforts to remove the barriers and overcome the 
obstacles 

Contents 


12.1. A framework for understanding the obstacles 

12.2 Coming up short: limitations of the corporate entrepreneur 
12.3 Corporate innovators or rogue managers: an ethical dilemma 
12.4 Overcoming the obstacles and constraints 

12.5 Focusing on the right obstacles at the right time 


Summary 


Unit assessment 


f 


Key concepts 


In conclusion of this study unit you should be able to understand and explain each of these 
concepts. Your understanding of these concepts will enable you to identify the constraints 
on entrepreneurial performances. 


barriers 

obstacles 
framework 

systems 

structures 

strategic direction 
culture 

policies and procedures 
social capital 
political tactics 
corporate innovators 


Study pages 349 - 368 in Kuratko et al (2011). 


Activity 12.1 


ABC Limited is a manufacturer of household detergents. The organisation has a turnover 
of R170 million and a staff complement of 120 people. The structure of the organisation is 
very rigid, with three layers of management. ABC limited is a very traditional organisation. 
Employees are compartmentalised into different functions (marketing, production, human 
resource or finance) and each employee knows what he/she needs to do. Employees 
adhere strictly to their job descriptions, as they are rewarded and promoted on how well 
they do their jobs. The organisation focuses on the achievement of rigid goals and 
exercises tight controls over resources. 


Assume that you are a sales person and you have thought up a logistical system that 
would allow customers to receive their goods within 15 days of ordering, rather than the 
current 25 days. 


What obstacles do you think you will face in introducing your new system? 


Feedback 


You should have identified some of the following obstacles as you would be likely to be 
confronted by them when attempting to introduce a new system: 


e Employees may not be interested in helping you develop and implement the new 
system, because they are rewarded and promoted on how well they do their jobs, 
meet their goals and manage resources. 

e There may not be resources available to develop your new system if the organisation 
rigidly adheres to set budgets. 

e The development and implementation of the new system will require cross-functional 
communication and collaboration. If the organisational structure is very hierarchical 
and rigid, then cross-functional communication may not be possible. 


e If managers do not buy into your idea and support and champion it, your idea may 
never become a reality. You need the support of management. 

e Organisational policies and procedures that are bureaucratic will hinder the 
development and implementation of the new system. There will be lots of delays and 
red tape to manoeuvre through. This would be frustrating to any entrepreneur. 

e People may be preoccupied with their day-to-day tasks and may resist being 
involved in something different. 


Kuratko et al (2011:349-356) categorise and discuss the various barriers and obstacles 
that the corporate entrepreneur is likely to face in the organisation. 


12.1 A FRAMEWORK FOR UNDERSTANDING THE OBSTACLES 


The corporate entrepreneur faces a number of barriers or constraints. Kuratko et al 
(2011:349) suggest that barriers should be critically reviewed to determine how to 
overcome them. The following questions should be answered in this regard: 


Which constraints can be ignored? 

Which can be worked around? 

Which can be eliminated? 

Which can be converted into facilitators of entrepreneurship? 

Which must be accepted, even if they limit the scope or scale of what the corporate 
entrepreneur can accomplish? 


Kuratko et al (2011:350-355) categorise the barriers or constraints to corporate 
entrepreneurship into six categories and examine them in detail. These major sets of 
obstacles are: 


systems 

structures 

strategic direction 
policies and procedures 
people 

culture 
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Examples of specific constraints within each category are given in Table 13.2 in Kuratko et 
al (2011:351). 


In the next section, the authors discuss people as a constraint to corporate 
entrepreneurship in greater detail. 


12.2 © COMING UP SHORT: LIMITATIONS OF THE CORPORATE ENTREPRENEUR 


Apart from the major sets of obstacles, entrepreneurial initiatives can be prevented owing 
to a number of shortcomings of the corporate entrepreneur.. Kuratko et al (2011:356-361) 
discuss the following shortcomings in detail: 


lack of political savvy (learning to work the system) 

lack of time (crisis management) 

lack of incentives to innovate (beyond tokenism) 

lack of financial credibility (inability to project believable numbers) 
lack of people development skills (autocracy rules) 

lack of legitimacy (untested concept and untested entrepreneur) 
lack of ‘seed’ capital (the problem of early resources) 


lack of open ownership (protecting turf) 

lack of a sponsor (someone to watch over you) 

lack of energy and shared enthusiasm (the inertia problem) 
lack of personal renewal (the issue of reinforced denial) 
lack of urgency (fear as good and bad) 

lack of appropriate timing (the resources shift dilemma) 


12.3 CORPORATE INNOVATORS OR ROGUE MANAGERS: AN ETHICAL DILEMMA 


In this section Kuratko et al (2011:361-364) discuss unethical behaviour in corporate 
entrepreneurship. Many international companies that have gone bankrupt in recent years 
(due to the unethical behaviour of their senior managers) were also entrepreneurial. 


The authors attempt to draw distinctions between entrepreneurial behaviour and unethical 
behaviour. The authors identify some reasons why managers may act unethically, namely: 


e They are unethical to begin with. 

e Their excessive drive over time and overly ambitious personal goals may result in 
unethical behaviour. 

e They do not clearly grasp their professional responsibilities. 


The authors discuss three models of management approaches toward business ethics — 
moral, immoral and amoral models. 

12.4 OVERCOMING THE OBSTACLES AND CONSTRAINTS 

For the corporate entrepreneur to get his/her idea/new product concept through red tape 
and bureaucracy, he/she should develop an understanding of the methods that may gain 
influence and shape behaviour. 

According to Kuratko et al (2011:364-368), these methods include the following: 

(1) Building social capital 

Corporate entrepreneurs need to rely on their ingenuity and persistence to build social 
capital — an inventory of trust, gratitude and obligation that can be cashed in when the new 
product is in demand. Social capital can be developed by: 

° sharing information 

e creating opportunities for people to demonstrate their skills and competence 

° building and using influence networks 

(2) Gaining legitimacy 

For projects to gain legitimacy, the corporate entrepreneur can use personal influence or 
influence networks, his/her experience or small successes to convince the necessary 
people of his/her viability and credibility. 


(3) Political tactics 


Some political tactics that the entrepreneur could use to overcome inertia or resistance 
include: 


e rule-oriented tactics 
rule-evading tactics 


e personal-political tactics 
e educational tactics 
e organisational-interactional tactics 


Examples of political tactics are given in Table 13.3 (Kuratko et al 2011:315). 
(4) Resource acquisition 


By hook or by crook, the corporate entrepreneur has to acquire the resources needed to 
develop the new concept. The following strategies have been identified to acquire these 
resources: 


borrowing 
begging 
scavenging 
amplifying 


(5) An ethical component in training corporate entrepreneurs 

The authors of the textbook indicate that a holistic approach should be used to address 
ethics in the entrepreneurial organisation and that ethics should be woven into the entire 
fabric of the organisation. 

12.5 FOCUSING ON THE RIGHT OBSTACLES AT THE RIGHT TIME 

Corporate entrepreneurs should consider both the immediate and long-term objectives of 
their new projects. Obstacles that the project faces within the different time frames can be 
identified and then the entrepreneur can prioritise where efforts should be focused. 

It is essential for people or parties involved in the entrepreneurial project to agree on what 
their respective tasks will be. The entrepreneur can then focus his/her efforts on activities 
that will move the project to the next milestone. 

Summary 

In this study unit we have seen how organisational systems, structures, strategic direction, 
policies and procedures, culture and people can be obstacles to corporate 
entrepreneurship. We explored the shortcomings of the corporate entrepreneur. The 
authors explained how unethical behaviour by senior managers is an obstacle to corporate 
entrepreneurship. Read the ‘Summaries and Conclusion’ on pages 371 to 372 in your text 
book. 

Finally, some methods for overcoming the obstacles and limitations were discussed. 


In the next study unit we discuss issues around leading the entrepreneurial organisation. 


Read the case study ‘Is Apple its own obstacle?’ in the box ”" on pages 369 to 371. 


Reflect on the ‘Discussion Questions’ following the case study on page 320 in the textbook 


Assessment 


bp) 


There are, in reality, hundreds of factors within the typical company that constrain 
entrepreneurship. Explain how the following more pervasive problems may be 
constraints or obstacles to corporate entrepreneurship: 


systems 

structures 

strategic direction 
policies and procedures 
people 

culture 


The shortcomings of the corporate entrepreneurs may act as constraints to the 
implementation of entrepreneurial initiatives. Discuss these shortcomings:.: 


lack of political savvy 

lack of time 

lack of rewards for innovation 
lack of good financial proposals 
lack of people development skills 
lack of legitimacy 

lack of seed capital 

lack of open ownership 

lack of a sponsor 

the inertia problem 

lack of personal renewal 

lack of urgency 

lack of appropriate timing 


To overcome the constraints, the corporate entrepreneur should attempt to convince 
someone or some unit to change current behaviour patterns from what the person or 
unit might otherwise prefer to do. Explain ways in which you, as the corporate 
entrepreneur, would overcome the above-mentioned obstacles. 


Possible answers to the assessment questions 


Pervasive problems that become constraints. In your answer you should explain in 
what way each of the mentioned factors may be an obstacle to corporate 
entrepreneurship. Refer to pages 350 to 356 in Kuratko et al (2011). 


Shortcomings of corporate entrepreneurs. In your answer you have to explain how 
each of the mentioned factors may constrain the corporate entrepreneur. Refer to 
pages 356 to 361 in Kuratko et al (2011). 


Overcoming obstacles. To gain influence and shape behaviour, the corporate 
entrepreneur should acquire the following three skills (Kuratko et al 2011:364-368): 


(1) Building social capital 
(2) Gaining legitimacy 
(3) Political tactics 


Study unit 13 
Measuring entrepreneurial performance 


INTRODUCTION 


A company that aggressively pursues the future has to assess the actual level of 
entrepreneurial activity in the company. Sometimes projects are initiated but never 
completed, and at other times high levels of entrepreneurial activity is difficult to keep up 
and maintain. Monitoring the level of entrepreneurship in the company will enable the 
company to determine whether it is achieving its goals in terms of entrepreneurship. It 
takes considerable time to create a truly entrepreneurial company as the entrepreneurial 
orientation has to imbue the culture, structure and systems of the company. It is, therefore, 
vital that ongoing progress in corporate entrepreneurship be assessed on a systematic 
basis. 


Aim of the Study Unit 


In this study unit we will explore the methods available for assessing entrepreneurial 
performance in companies. Both the organisation as a whole as well as the individual 
innovation project should be evaluated. We introduce the Entrepreneurial Health Audit 
which can be used as a logical structure to guide the assessment process. To facilitate the 
company’s ongoing planning for entrepreneurial projects, an appropriate approach is 
provided. Lastly, the critical role of innovation goals is examined. The study unit will 
endeavour to answer the following questions: 


e How can entrepreneurial activity in companies be assessed? 
e Can you adopt a systematic approach to an entrepreneurial health audit of a 
company? 


e What techniques can you use to evaluate projects in the innovation portfolio? 

e Which approach can be used as a guide for the discovery-driven planning of 
entrepreneurial projects? 

e How should a comprehensive venture plan be developed? 

e What should be the focus of sustainable entrepreneurship? 


Learning outcomes of study unit 


Once you have completed this topic, you should be able to 


e evaluate the methods currently available for assessing entrepreneurial performance 
in companies at both the organisation-as-a-whole level and the individual level. 

e utilise the Entrepreneurial Health Audit to assess a company’s entrepreneurial 
intensity 

e assess individual entrepreneurial projects 

e facilitate a company’s ongoing planning efforts for entrepreneurial projects 

e explore the critical role of innovation goals and give examples 


Contents 


13.1. Assessing entrepreneurial activity in companies 

13.2 Asystematic approach: the Entrepreneurial Health Audit 
13.3 Assessing individual entrepreneurial projects 

12.3.1 Understanding how projects evolve 

12.3.2 Measuring innovation performance in projects 

12.3.3 Asking the right questions for a new project 

13.4 Discovery-driven planning 

13.5 Developing a comprehensive corporate venture plan 
13.6 Sustainable entrepreneurship: a dual focus 


Summary 
Unit assessment 


Key concepts 


In conclusion of this study unit you should be able to understand and explain each of these 
concepts. Your understanding of these concepts will enable you to counteract the forces 
working against corporate entrepreneurship and to measure organisational entrepreneurial 
intensity. 


entrepreneurial activity 
Entrepreneurial Health Audit 
assessment 
discovery-driven planning 
corporate venture plan 
innovation performance 
sustainable entrepreneurship 


Study pages 374 to 411 in Kuratko et al (2011). 


13.1 ASSESSING ENTREPRENEURIAL ACTIVITY IN COMPANIES 


In this section Kuratko et al (2011) discuss the following issues related to assessing 
entrepreneurial activity in companies: 


e Assessment involves the measuring of process and outcomes and is a process that 
is repeated to assess continuous improvement. 


e Improvement to meet an urgent need is contrasted with the concept of a ‘learning 
organisation’. 


e The complexity of assessing entrepreneurship is explained. 
e The authors indicate that entrepreneurship is a way of thinking and acting. They 


discuss the implications of these two elements in assessing and measuring 
entrepreneurial performance. The concept ‘systemic flexibility’ is explained. 


e The purpose of measurement in highly entrepreneurial companies is contrasted 
against the purpose in non-entrepreneurial companies. The concept ‘ambiguity 
absorption’ is explained. 


e Beyond the need to measure cognition and behaviour, is the importance of 
assessing performance outcomes that result from entrepreneurial actions. The 
relationship between the levels of entrepreneurship and company performance is 
explored. 


e The revolution with respect to the perceived value of entrepreneurial actions is 
highlighted. 


e Statistical evidence of the link between levels of entrepreneurship in a company and 
indicators of company performance is given. 


13.2 ASYSTEMATIC APPROACH: THE ENTREPRENEURIAL HEALTH AUDIT 


We said in the previous section that the ongoing measurement and assessment of 
entrepreneurial activity is essential. At the individual level, measurement can be useful in 
helping managers and other employees to examine their leadership styles and 
characterise employee behaviour over time. At the organisational level, measurement can 
be used to benchmark and track entrepreneurial performance, establish norms and draw 
industry comparisons. 


The authors recommend that a systematic approach be used in assessing entrepreneurial 
performance. The approach is called the Entrepreneurial Health Audit and it consists of 
three steps. 


Step 1: Assessing the company’s entrepreneurial intensity (El) 


Entrepreneurial intensity is measured by determining the degree and frequency of 
entrepreneurship. The authors discuss an instrument for measuring entrepreneurial 
intensity at the organisation level in a company (Table 13-1 Kuratko et al 2011:378-381) 
and point out that it is a proven measurement instrument. The instrument measures the 
following: 


e degree of entrepreneurship — first 12 questions measure the innovativeness, risk- 
taking and proactiveness 

e frequency of entrepreneurship — remaining nine questions focusing on new product 
introduction, new service introduction, and new process introduction 


Care should be taken in interpreting the measurement results as the El scores should be 
compared to industry standards and risk-reward trade-offs between short-term results and 
stronger long-term impact should be contextualised. 

Step 2: Diagnosing the climate for corporate entrepreneurship 


In this step the entrepreneurial health of the organisation is determined, in other words, 
reasons have to be given for the level of entrepreneurial intensity measured in Step 1. 


Kuratko et al (2011:382) propose using the Corporate Entrepreneurship Climate 
Instrument (CECI) for measuring the entrepreneurial climate of the organisation. 


Activity 13.1 


Use the Corporate Entrepreneurship Climate Instrument above. Administer the instrument 
to top-level manager, a middle-level manager and a first-level manager of a company. 
Write a report on whether you think the organisational environment of the company is 
entrepreneurial or not. 


Feedback 


In administering the questionnaire, you would have collected information on five key 
antecedents to the creation of sustainable entrepreneurship, namely: 


management support for corporate entrepreneurship 
work discretion/autonomy 

rewards/reinforcement 

time availability 

organisational boundaries 


In addition you would have obtained information on the key dimensions of company 
climate. 


This information could be useful in determining whether and to what extent 
entrepreneurship exists in the organisation and what actions to take to improve the 
corporate entrepreneurship climate of the company. 


As a measuring instrument, the CECI has practical implications for managers. It can, for 
instance, be used as a diagnostic tool for assessing corporate entrepreneurship training 
needs. 


Step 3: Create an_ organisation-wide understanding of the corporate 
entrepreneurship/innovation process 


The third step involves determining the degree to which all the affected parties understand 
and accept the corporate entrepreneurial strategy and display the required entrepreneurial 
behaviour to implement it. 


A corporate entrepreneurship employee development programme can be used to help 
employees understand the entrepreneurial activity in the organisation. Kuratko et al 
(2011:387) suggest a number of elements that should form part of such a programme. 
These elements are: 


the entrepreneurial experience 

entrepreneurial breakthroughs 

innovative thinking 

idea acceleration process 

barriers, facilitators and triggers to entrepreneurial thinking 
sustaining innovation teams 

the corporate venture plan 


13.3. ASSESSING INDIVIDUAL ENTREPRENEURIAL PROJECTS 


The various innovative projects the company has underway should be subject to periodic 
evaluation. 


The starting point is the analysis of project feasibility, followed by a detailed analysis of 
project progress through the key stages. The project idea should also be analysed to 
determine whether there are any fatal flaws. It is firstly important to understand how 
projects evolve. 


13.3.1. Understanding how projects evolve 


The development of a new product does not follow an orderly process, but certain steps 
have to be followed to develop a commercially viable product. These steps include (fig 13- 
1 Kuratko et al 2011: 389): 


idea generation and screening 
concept testing 

technical feasibility assessment 
product testing 

financial assessment 

test marketing 

launch 

lifecycle management 


The above stages in product development often overlap and may require concurrent 
problem solving at various stages. Kuratko et al (2011:364) introduce the stage-gate 
system (Figure 14.2), in which creative activities that move a project forward are separated 
from evaluation activities. At the end of each stage there is a decision gate, where it will be 
decided to terminate the project or keep it moving to the next stage. 


13.3.2 Measuring innovation performance in projects 


Management will not know how the company is faring in a particular area of innovation if it 
is not known what the company wants to achieve in the first place. There has to be a set of 
performance targets or goals against which to measure the success or failure of innovation 
in the company as a whole, for a given period of time. Kuratko et al (2011:391-396) in 
Table 14-3 provide an example of innovation objectives and measures for assessing 
innovation performance. 


Tied to the development of objectives, is the need to hold particular employees, teams or 
departments accountable for innovation performance. To this end, specific innovation 
performance measures have been developed, such as Kuczmarski’s performance 
monitoring (Table 14-4 Kuratko et al 2011:394). 


Another tool for evaluating new, innovative projects is Balachandra’s Yellow Light Variable 
Approach. In this approach the focus is on simple, yet clear warning signs that should be 
recognised as managers consider go/no-go decisions while a project unfolds. Table 14-5 
(Kuratko et al 2011:396) list 14 questions which address 14 variables that are critical to all 
go/no-go decisions, called the ‘yellow light’ variables. 


13.3.3 Asking the right questions for a new project 


In this section Kuratko et al (2011:397) provide ten sets of preliminary questions that can 
be used to screen an innovative idea. 


In most situations, a combination of variables influences the feasibility of a new venture. 
The ‘feasibility criteria approach’ uses a list of 11 questions that provide insight into the 
viability of a venture and to monitor the progress of innovative projects. The questions are 
explained in Kuratko et al (201 1:398-399). 


13.4 DISCOVERY-DRIVEN PLANNING 


In this section the authors of your textbook introduce discovery-driven planning as a 
planning and evaluation tool that outlines the make-or-break uncertainties that are typical 
of most new projects. It assists managers in evaluating projects at the lowest possible 
costs. 


This tool essentially analyses the following documents: 


a reverse income statement 
pro forma operations specs 
a key assumption check list 
a milestone planning chart 


13.5 DEVELOPING A COMPREHENSIVE CORPORATE VENTURE PLAN 


A corporate venture plan or business plan is a minimum requirement when planning to 
start a new venture. It is an important tool in guiding the direction of the proposed venture 
and managing it. An effective corporate venture plan will: 


describe every aspect of the venture 

include the marketing research 

clarify and outline financial needs 

identify potential obstacles and alternative solutions 
establish milestones for continuous and timely evaluation 
serve as a communication tool for all assessment purposes 


Table 13.6 (Kuratko et al 2011:374) provides some helpful hints for preparing the different 
sections of the plan, while Table 14.6 (Kuratko et al 2011:401) illustrates an assessment 
tool to evaluate each component of the plan. 


13.6 SUSTAINABLE ENTREPRENEURSHIP: A DUAL FOCUS 


The main purpose of the assessment of organisational entrepreneurship is to achieve 
sustainable entrepreneurship. Sustainability in this context refers to the organisation's 
ability to move on two parallel paths, that is, continuous improvement and radical 
innovation. Table 14.8 (Kuratko et al 2011:411) compares these two paths. This dual focus 
should be kept in mind as companies try to assess entrepreneurial performance. 


Summary 


WA 


In this study unit we investigated the importance of evaluating the entrepreneurial 
performance of the organisation as a whole, as well as that of individual projects. We 
explored various methods to do this. The Entrepreneurial Health Audit was introduced as 
an integrated framework for assessing the levels of entrepreneurship achieved in the 
organisation, and also the extent to which the organisational environment is supportive of 
corporate entrepreneurship. The Entrepreneurial Health Audit enables the diagnosis of 
problem areas and the establishment of priorities for enhancing levels of entrepreneurship 
through the organisation. 


In terms of assessing the entrepreneurial performance of individual projects, a number of 
examples of innovation goals and innovation performance measures were provided. 


The entrepreneurial venture plan was discussed in detail. Developing the plan and 
assessing the quality of the plan was explained. The study unit concluded with a 
discussion on sustainable entrepreneurship. There should be a dual focus in the 
organisation in terms of continuous improvement and radical innovation. Read the 
‘Summary and Conclusions’ in Kuratko et al (2011:413-414). 


Read the case study ‘Measuring innovation at Samsung’ in the box ‘The Innovator’s 
Notebook" on page 411 to 412 in Kuratko et al (2011). 


Reflect on the ‘Discussion Questions’ that follow the above mentioned case study. 


Assessment 


1. | How do you measure entrepreneurship in a company when a systemic approach is 
adopted? Discuss in detail how the Entrepreneurial Health Audit assesses the 
entrepreneurial performance of an organisation. 


2. — Highly entrepreneurial companies have any number of innovative projects underway 
at a given point in time. Compare the following techniques that can assist in 
assessing the entrepreneurial performance of individual projects in your company: 

- the stage-gate process for innovation projects 
- the ‘Yellow Light’ variables approach 


3. 3. In most situations, a combination of variables influences the outcome. The 
corporate entrepreneur can use the ‘feasibility criteria approach’ to judge an idea’s 
business potential. Why would this be possible? Planning is a process that allows 
ventures to stay on track. One tool that assist in planning is discovery-driven 
planning. Explain the discipline that this tool imposes. 


4. After preliminary analysis of an innovation, corporate entrepreneurs have to draw up 
a formal venture plan. Discuss what information you would include in a 
comprehensive corporate venture plan. 


5. Consistency in levels of entrepreneurship involves a paradox. What is this paradox 
and why is it essential? 


Possible answers to the assessment questions 


1. | The Entrepreneurial Health Audit involves three steps. You should explain the three 
phases and describe how they assess the entrepreneurial performance of the 
organisation (Kuratko et al 201 1:377-387): 


Step 1: Assessing the company’s entrepreneurial intensity (El). 
Step 2: Diagnosing the climate for corporate entrepreneurship. 
Step 3: Create an organisation-wide understanding of the CE/innovation process. 


In answering this question you should describe each one of the techniques as set 
out in Figure 14-2 and Table 14-5, respectively, in Kuratko et al (2011) and then 
critically evaluate which one of the techniques would be more appropriate for 
evaluating the entrepreneurial performance of individual projects in your company. 


In answering this question, you should explain the essence of the ‘feasibility criteria 
approach’ and the areas on which it focues. You should not provide a list of 
questions on which it is based. (Kuratko et al 2011:398-399). 


The discovery-driven planning tool consists of four essential documents that capture 
specific information. Refer to pages 399 to 400 in your textbook. In this your answer 
you would explain how the reverse income statement, the proforma specifications, 
the key assumptions checklist and the milestone planning chart can be used as a 
planning and evaluation tool. 


In you answer you should have considered the information given in Table 14-6 on 
pages 401 to 402 in Kuratko et al (2011). 


The paradox refers to the fact that companies must move both incrementally and 
boldy at the same time. This requires both continuous improvement and radical 
innovation. You should explain each of these concepts (Kuratko et al 2011:411). 


The next study unit deals with control and entrepreneurial activity. 


Study unit 14 


Sustaining the entrepreneurial company in the twenty-first 
century 


INTRODUCTION 


We can see from the preceding chapters that entrepreneurship is a golden thread that is 
woven through many aspects of an organisation. Entrepreneurship can be incorporated in 
the strategy, culture and structure of an organisation. We also find that entrepreneurship 
varies across departments and across time. Organisations go through cycles and some 
are characterised by a lot of innovation while others have none. Some organisations have 
mastered the art of being continually entrepreneurial and others battle to incorporate 
entrepreneurship. In the ‘Introduction’, Kuratko et al (2011:416) give a concise summary of 
the content of all the preceding chapters. 


Aim of the Study Unit 


The purpose of this study unit is to examine the issue of sustainable entrepreneurial 
activity. We focus on the need of individuals to develop a personal strategy for 
entrepreneurial endeavours. We address the concept of triggers and identify the type of 
events that trigger entrepreneurial behaviour in companies. Other instruments for 
sustaining entrepreneurship are explored. We endeavour to answer the following 
questions: 


e How can corporate entrepreneurs develop a personal approach to any 
entrepreneurial opportunity? 

e Why is it necessary for a corporate entrepreneur to have the backing of a sponsor? 

e Is it possible for entrepreneurship to have a ‘dark side’? 

e What are the factors that lead individuals within an established company to develop 

and implement something new? 

Which forms of innovation can be used to build an adaptive organisation? 

How can corporate leaders create a sense of entrepreneurial urgency? 

What are the fundamental paradoxes confronting corporate entrepreneurs? 

What are the characteristics of the entrepreneurial mindset? 

How can organisations sustain high levels of innovation over time? 


Learning outcomes of study unit 


Once you have completed this topic, you should be able to 


develop a personal approach to the any entrepreneurial opportunity 

debate the value of having a sponsor 

describe the ‘dark side’ of entrepreneurship 

discuss the factors that lead individuals within an established company to develp and 
implement something new 

evaluate the forms of innovation that can be used to build an adaptive organisation 
explore the fundamental paradoxes confronting corporate entrepreneurs 

create a sense of entrepreneurial urgency 

comment on the entrepreneurial mindset 

sustain high levels of innovation in the organisation in the twenty-first century 


Contents 


14.1. A personal approach to the entrepreneurial process 

14.2 The importance of sponsors 

14.3. Beware of the ‘dark side’ of entrepreneurship 

14.4 Recognising and managing the triggering events 

14.5 Building an adaptive organisation 

14.6 Create a sense of urgency 

14.7. The new strategic imperative: embrace paradoxes 

14.8 The entrepreneurial mindset 

14.9 The twenty-first century entrepreneurial company: a dynamic incubator 


Summary 
Unit assessment 


Key concepts 


In conclusion of this study unit you should be able to understand and explain each of these 
concepts. Your understanding of these concepts will enable you to sustain the 
entrepreneurial company in the twenty-first century. 


personal entrepreneurial model 
sponsor 
triggering events 
adaptive organisation 
paradoxes 

sense of urgency 
entrepreneurial mindset 
incubator 


Study pages 416 to 448 in Kuratko et al (2008). 


14.1 A PERSONAL APPROACH TO THE ENTREPRENEURIAL PROCESS 


Kuratko et al (2011:417-420) introduce and discuss in detail eight principles around which 
the corporate entrepreneur can design his/her personal approach that can be brought to 
any entrepreneurial opportunity. The corporate entrepreneur should: 


solidify a relationship with a sponsor — building a two-way relationship 
build a flexible team structure 

insulate the project and keep it quiet as long as possible 

become a guerrilla — gain access to resources 

promise less but deliver more — manage expectations 

experiment and produce early wins 

manage project momentum -— time horizons; build on small wins 
attempt to set the parameters — influence the rules of the game 
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The authors provide “Ten Commandments” (Table 15.1) for corporate entrepreneurs when 
developing and managing their initiatives. 


14.2 ©THE IMPORTANCE OF SPONSORS 


We have previously explained that the sponsor is an integral part of the project team. In 
this section Kuratko et al (2011:421) again discuss the importance of the sponsor. They 
provide a list of Seven questions and three aspects of the project itself that the 
entrepreneur should consider when choosing a sponsor (Kuratko et al 2011:421-422). 


14.3 BEWARE OF THE ‘DARK SIDE’ OF ENTREPRENEURSHIP 


The benefits of being an entrepreneur are known by all. We hear of successful 
entrepreneurs in the media all the time. But there is a down side to being an entrepreneur. 
Kuratko et al (2011:422-424) identify three potentially destructive aspects that could 
permeate the personality of the entrepreneur: 


(1) The confrontation with risk. The entrepreneur is faced with varying categories of risk. 
According to Kuratko et al (2011:423), these risks include: 
e financial risk 
° career risk 
e family and social risk 
e psychic risk 
(2) Entrepreneurial stress. The entrepreneur can experience stress as a result of a 
struggle for resources, role overload, time constraints and working alone. 
(3) Entrepreneurial ego. In addition to the challenges of risk and stress, the entrepreneur 
may become over confident. This has the following negative effects: 
e an overbearing need for control 
e a sense of distrust 
e an overriding desire to succeed 
e unrealistic optimism 


The decision to act entrepreneurially occurs as a result of interaction between 
organisational characteristics, individual characteristics, and some kind of precipitating 
event or trigger. In order to sustain entrepreneurship, the organisation should be able to 
identify and manage these triggering events. Triggering events will be discussed next. 


14.4 RECOGNISING AND MANAGING THE TRIGGERING EVENTS 


Events that trigger corporate entrepreneurship can be either of an external or of an 
internally origin: 


(1) External triggers 


Entrepreneurial management and entrepreneurial ideas are forthcoming when 
organisations face diminishing opportunities, rapid changes in the external environments 
and increasingly short decision windows. The trigger for corporate entrepreneurship in an 
organisation could be aggressive competitor moves, or changes in the industry or market 
structure. The authors mention a number of possible external triggers. 


(2) Internal triggers 


Employees sometimes say that they pursue an idea when it intrigues them and they 
believe in it, or when they take exception to the fact that one of their ideas was rejected. 


Specific examples of triggering events in an organisation appear in Table 15.2. Kuratko et 
al (2011:426) indicate that triggering events can be grouped into five broad categories, 
namely: 


(1) — internal/external triggers 


(2) opportunity-driven/threat-driven triggers 

(3) technology-pushed/market-pulled triggers 

(4) | top-down/bottom-up triggers 

(5) systematic or deliberate search/chance or opportunism 


These groups of triggering events have strategic relevance and the authors explain this by 
means of examples. The authors discuss the findings of an exploratory survey to discern 
the relative relevance of triggers. From the discussion, six implications for sustainable 
entrepreneurship are drawn (Kuratko et al 2011:429). 


If management understands these triggering events, they will know which triggers to 
emphasise given specific circumstances, how resources and incentives can be allocated to 
facilitate certain triggering events, and how organisations should be structured to take 
advantage of certain triggering events. 


14.5 BUILDING AN ADAPTIVE ORGANISATION 


Organisations that operate in continuously changing external environments have to adapt 
continually. Adaptation requires various forms of innovation. Adaptation and innovation 
depend on the organisation's ability to learn. Much emphasis is placed on the learning 
organisation today. 


Learning organisations are organisations that continually improve through their capacity to 
learn from their experiences. Learning, in this context, refers to the acquisition of new 
knowledge by employees who are willing to apply the knowledge in making decisions or 
influencing others in the organisation. It is also the unlearning of old routines and the 
learning of new ones. 


Kuratko et al (2011:480-432) discuss the concept of organisational learning, provide 
reasons why some organisations do not learn from abandoned projects, name ten critical 
learning areas that should be the focus of learning efforts, and indicate ways in which 
companies can maximise learning from corporate entrepreneurial projects (Table 15.3). 


The authors discuss four “rules” that enhance an organisation’s chance of remaining 
adaptive and innovative both through and beyond the growth stage, namely: 


(1) Share the entrepreneurial vision. 

(2) Increase the perception of opportunity. 

(3)  Institutionalise change as the organisational goal. 
(4) _ Instill the desire to be innovative. 


In order to sustain corporate entrepreneurship, the organisation has to create a sense of 
urgency about entrepreneurship. This is discussed next. 


14.6 CREATING A SENSE OF URGENCY 


The challenge for any organisation that wishes to achieve sustainable entrepreneurship 
and to counteract complacency is to create an ongoing sense of urgency throughout the 
organisation. The authors explain what is meant by urgency. 


In a previous section on triggering events we saw that organisations feel a sense of 
urgency to develop new products, services or processes when faced with stiff competition, 
a loss of key accounts, or increasing costs that undermine profitability. 


Entrepreneurial organisations need people with a combination of paranoia, 
competitiveness, pride and obsession. 


According to Kuratko et al (2011:435), in creating a sense of urgency, it is important to 
rethink the fundamental assumptions that underpin business. Companies have to 
reprogramme themselves to think: 


(1) Our best employees and even our good employees have professional options that 
do not involve our company. 

(2) Customer loyalties are fleeting — creating a “wow experience” for customers is 
impossible if we are not continually finding new and better approaches. 

(3) The gap between us and the competition is smaller than we think in those situations 

where we are ahead, and it is larger than we think in those situations where we are 

behind. 

(4) The latest, greatest technology has problems, but we cannot afford to ignore it. 

(5) Our business model is working, and yet it needs to be fixed. 

(6) The firm could be out of business in 24 months. 


Kuratko et al (2011:435) identify four caveats. The ten questions in Table 15-4 can be 
utilized by managers to periodically assess the relative level of urgency versus 
complacency in their organisations. 


In addition to creating a sense of urgency, organisations have to manage various 
paradoxes in an entrepreneurial organisation. 


14.7. THE NEW STRATEGIC IMPERATIVE: EMBRACE PARADOXES 


In this section we shall look at the paradoxes found in an entrepreneurial organisation. 
Throughout the textbook we have come across many paradoxes, for example the need for 
the organisation to be flexible despite the need for control in the organisation. We have 
come across the importance of the individualistic characteristics of the entrepreneur in 
getting his/her idea accepted and developed into a marketable product; yet we have also 
studied the importance of the venture team (collectivism) in developing the new idea. 
There are numerous other paradoxes in managing an entrepreneurial organisation. 
Kuratko et al (2011:437) firstly explain the imperatives or challenges that an organisation 
faces (Table 15.5). Then they discuss the paradoxes entrepreneurial organisations have to 
contend with. These include: 


the paradox of size and scope 

the paradox of risk and return 

the paradox of the individual and the team 

the paradox of flexibility and control 

the paradox of constructive and destructive behaviour 
the paradox of success and failure 
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Within failure are the seeds for success. 
14.8 THE ENTREPRENEURIAL MINDSET 


Even entrepreneurial managers may lose their entrepreneurial edge. The demands of day- 
to-day administration and organisational policies, procedures and systems tend to force 
the entrepreneur to become more administratively oriented. Figure 15-1 (Kuratko et al 
2011:440) illustrates the danger of entrepreneurs evolving into bureaucrats. 


The entrepreneurial mindset is about innovation and change and recognising and 
developing the capabilities to achieve such change. Table 15.6 (Kuratko et al 2011:441) 
provides an outline of the characteristics of entrepreneurial mindset. According to the 


Kuratko et al, in order to maintain the entrepreneurial mindset, the manager must assume 
four ongoing responsibilities. These include: 


framing the challenge 
absorbing the uncertainty 
defining gravity 

clearing obstacles 
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14.9 THE TWENTY-FIRST CENTURY ENTREPRENEURIAL COMPANY: A DYNAMIC 
INCUBATOR 


In this final section, Kuratko et al (2011:442-446) discuss the capabilities that the 
organisations of tomorrow should have. They differentiate between strategic management 
and entrepreneurship but point out that strategic management provides the context within 
which entrepreneurial actions are pursued. Figure 15-2 illustrates the interface between 
strategic actions and entrepreneurial actions. 

The organisations of tomorrow will be the ones that will be capable of merging strategic 
actions with entrepreneurial actions on an ongoing basis in six dominant domains, namely: 


innovation 

networks 

globalisation/internationalisation 
organisational learning 

the top management team and governance 
growth opportunities 


Entrepreneurial organisations in the twenty-first century will be conceptualised as a 
collection of four major portfolios: 


(1) portfolio of competencies 
(2) portfolio of resources 

(3) portfolio of innovations 
(4) portfolio of ventures 


From a portfolio perspective the organisation becomes a dynamic incubator for concepts, 
products and ventures. 


Summary 


Entrepreneurial actions in the organisation are widely recognised as the path to 
competitive advantage and success in organisations of all sizes and types. However, 
entrepreneurship does not only have to be initiated, but also sustained into the future of 
the organisation. 


In this final study unit we looked at sustaining entrepreneurship in the organisation. 

Kuratko et al explore developing a personal approach to the entrepreneurial process, the 
importance of sponsors, the dark side of entrepreneurship, managing triggering events, 
creating a sense of urgency, the adaptive organisation and the entrepreneurial 
organisation as a learning organisation, paradoxes in managing an entrepreneurial 
organisation, the entrepreneurial mindset and the entrepreneurial organisation as a 
dynamic incubator. Read the ‘Summary and Conclusions’ on pages 


Please read the case study ‘What does the future hold for Blackberry?’ in the box 
‘Innovators Notebook’ on page 446-447. 


WA 


Reflect on the ‘Discussion Questions’ at the end of the abovementioned case study. 


Assessment 


— 


10. 


There are certain principles to which the corporate entrepreneur may always want to 
adhere. Discuss the eight principles which the corporate entrepreneur can use to as 
a foundation around which to design his/her personal model. 


Corporate entrepreneurs need to be shielded from impatient executives. Explain 
some of the issues that the corporate entrepreneur has to consider when choosing a 
sponsor. 


Entrepreneurs tend to evaluate risk very carefully. Describe the four types of risk that 
entrepreneurs face in pursuing his/her innovation. 


The entrepreneur does not only experience challenges of risk and stress but may 
also experience the negative effects of an inflated ego. Examine four characteristics 
of the entrepreneurial ego that may be destructive. 


A trigger provides the impetus to behave entrepreneurially. Differentiate between 
externally-driven triggers and internally-driven triggers. 


For most companies being innovative is high on the priority list and is often 
accompanied by a need for urgency. Explain the need for a sense of urgency in the 
organisation. 


Some rules enhance a venture’s chance of remaining adaptive and innovative both 
through and beyond the growth stage. Discuss at least four of these rules. 


The entrepreneurial organisation of tomorrow will be one filled with paradoxes. What 
are the typical paradoxes that can be expected. 


Large bureaucratic corporate environments can force corporate entrepreneurs to 
lose their entrepreneurial mindset. Elaborate upon the characteristics of the 
entrepreneurial mindset. 


In the entrepreneurial company, strategic actions are interfaced with entrepreneurial 
actions. Discuss the six domains within which linkages between entrepreneurial 
actions and strategic actions are pursued. 


Possible answers to the assessment questions 


In answering this question you would discuss the eight principles around which a 
personal model for corporate entrepreneurship can be designed (Kuratko et al 
2011:417). 


In your answer you should have explained the issues covered in the questions that 
the corporate entrepreneurs should ask when attempting to identify a sponsor 
(Kuratko et al 2011:421-422). 


10; 


In your answer you should have discussed the four types of risk faced by the 
corporate entrepreneurs, namely financial risk, career risk, family and social risk and 
psychic risk (Kuratko et al 2011:423). 


In your answer you should examine the following: an overbearing need for control, a 
sense of distrust, an overriding desire to succeed, and unrealistic optimism. 


In your answer you should have been lead by the discussion in Kuratko et al 
(2011:426) and Table 15-2 in differentiating between externally-driven triggers and 
internally-driven triggers. Apart from the examples in the textbook, you should have 
added some of your own examples. 


Urgency in the context of corporate entrepreneurship refers to a compelling sense 
that the organisation‘s survival depends on change. It is a case of either innovate or 
fall behind The urgency is a call for immediate action, a belief that time is running 
out. 


Four of the rules are discussed in Kuratko et al (2011:432-434) but you could have 
added other equally important rules gleaned from your reading of articles on the 
topic. 


Six of the most vexing paradoxes that surround the entrepreneurial efforts of 
companies are the discussed in Kuratko et al (2011:437-440). 


Discuss the characteristics of the entrepreneurial mindset as set out in Table 15-6 in 
Kuratko et al (2011:441). 


Figure 15-2 (Kuratko et al 2011:443) illustrates the domains, namely: innovation, 
networks, globalisation/ internationalisation, organisational learning, the top 
management team and governance, and growth opportunities. 


APPENDIX A 
Case studies 


Read the case studies below and answer the questions that follow: 


Seven habits of highly innovative organisations 
Jon Foster-Pedley 


There are lessons to be learnt from Apple's iPod, which is streets ahead in getting the 
innovation mix right. 


The Apple iPod is perhaps the first great innovation of the 21st century, judging by the 
phenomenal global impact it has made. 


It is no surprise, therefore, to see Apple at the top of the most influential rankings for 
innovation. Last year, the company topped Business Week's rankings of the 25 most 
innovative companies as well as Fortune's Best in the Innovation category in its annual 
survey of the world's most admired companies. 


Business Week said that to launch the iPod, “Apple used no fewer than seven types of 
innovation. It included networking (a novel agreement among music companies to sell their 
songs online), business model (songs sold for a dollar each online), and branding’. 


And to lend support to the case that Apple is an eon ahead as an organisation getting the 
innovation mix right, its latest gadget, the iPhone, is already a global hit and it has not even 
been released yet. 


A Google search of iPhone brings up a staggering 50 million hits and just the official 
announcement of its launch this year saw Apple shares soar. 


The BBC ran the headline on January 10 2007: “Apple shares up on iPhone launch’, and 
detailed an 8% rise in the share price and that “shares in makers of smart phones fell on 
the news, with Research in Motion, the company behind Blackberry Devices, tumbling 
nearly 8% on the Nasdaq’. 


Globally, it is dawning that innovation is a key part of doing well in an increasingly 
challenging business environment. 


IBM CEO Samuel Palmisano said: “The way to thrive in this environment is by innovating — 
innovating in technologies, innovating in strategies, innovating in business models.” 


Unlocking creativity is particularly pressing for South Africans as it is widely acknowledged 
that innovation is a key part of economic growth and job creation. 


So how can companies respond appropriately? Before any action can be taken business 
leaders need to take cognisance of how innovation is fostered. 


Leaders need to recognise that what lies at the heart of innovation is the mindset of the 
people within the business. Innovation begins with creative ideas, and creativity begins 
with people. 


For this chain reaction to occur, though, business needs to adopt and foster a culture of 
strategic thinking and action. 


According to research by Richard Florida, author of The Rise of the Creative Classes, a 
tolerant environment that values innovation and diversity is one of three enablers of 
creativity, which in turn, he shows, is a key driver of economic growth. 


A “strategist” is often defined as those in leadership who make big decisions for the 
business. 


Yet the reality is that people at all levels in organisations can develop themselves to be 
master strategists. Achieving this has real benefits in a business environment; it enables 
people to see more viewpoints, solutions and opportunities for success. 


It is through developing this mindset that creativity and innovation will be unleashed to the 
benefit of the business. 


Research and experience from leading thinkers on developing innovative organisations 
highlight seven key questions which leaders can address in order to lay the foundation for 
this process: 

Are blocks to innovation being removed and boundaries lifted, which will allow people to 
experiment? 

Are boundaries and limits being created too? Good creativity is based on discipline and 
has limits D whether it is ethics or values, or time or money. It is essential to have these in 
place. 

Is the possibility of connections between people being enhanced, thereby allowing for 
increasing conversation and information flow? The fuel of creativity is rich connections 
between people and ideas. 

Is anxiety being created in people? Not too much or it will be counterproductive. But too 
little tension is counterproductive too. Some pressure, drive and urgency are important to 
keep people engaged and alert — enabling creativity is like setting up a tightrope, which 
must be tight to be useful. 


In organisations this means one needs both a force of experimentation and a force of 
control and stability working in harmony. 

Is there a willingness to let efficiency slip periodically to allow people to make the mistakes 
they must make to learn and understand? Creativity requires extra resources if it is to 
manifest as a great solution. 

How is power being used? Creativity is a voluntary act — a leader can set the conditions for 
it to emerge but can't dictate or order it to happen. Remember the story of the sun and the 
wind who contested to get the coat off the back of the man walking up the road? The wind 
tried first and the harder it blew the tighter the man held on to his coat. The sun came out 
and shone warmly, and in no time the man took off the coat. 


Developing creative people is a bit like that — businesses have to create the right 
conditions for people's creativity to emerge. Be too autocratic, criticise mistakes and try to 
be too directive, and creativity will evaporate. Rather encourage, motivate and reward — 
and get out of the way. A leader may also need to bite his or her tongue sometimes and to 
smile if creativity is to advance. 


Are new trends being addressed? Encourage people to be alert and alive to new trends 
and ideas early — put out information about innovations, and get in guest speakers about 
trends. 


SA has a wonderful diversity and some volatility which both really help creativity. But 
businesses are not harnessing the environmental assets properly. At the same time poor 
governance and corruption rip the heart out of innovation. SA needs strong ethics and 
governance to reward the real innovators and to ensure that funds and projects are not 
subverted by personal or political gain. 


Source: Business Day, 18 April 2007. 


(1) What were the advantages for Apple in developing new innovations such as the 
iPod? 

(2) “Unlocking creativity is particularly pressing for South Africans as it is widely 
acknowledged that innovation is a key part of economic growth and job creation.” 
This extract from the article indicates that creativity and innovation are important 
concepts. Explain how creativity and innovation and entrepreneurship are related 
concepts. 

(3) Discuss what you think would be obstacles to corporate entrepreneurship in the 
business. 

(4) Corporate entrepreneurship is essentially entrepreneurship in companies. How 
would you define corporate entrepreneurship? 

5) Explain how corporate entrepreneurship and entrepreneurship differ. 

) “Leaders need to recognise that what lies at the heart of innovation is the mindset 
of the people within the business. Innovation begins with creative ideas, and 
creativity begins with people. For this chain reaction to occur, though, business 
needs to adopt and foster a culture of strategic thinking and action.” 

(7) Discuss the specific aspects of culture that can foster corporate entrepreneurship 
and innovation. 

(8) Explain how business strategy can foster corporate entrepreneurship and 
innovation. 

(9) The article indicates that the people in the business are an important component of 
creativity and the development of innovation. 

(10) Discuss the characteristics of people that would assist them to be innovative in the 
business. 

(11) Apple has been applauded for being an innovative company. Explain the 
entrepreneurial characteristics of innovative companies like Apple. 

(12) An employee who is creative and develops a new product idea has to convert the 
idea into a successful innovation. Describe the process that the employee would 
have to follow in developing the innovation. 


Ingenuity keeps local firm ahead 


ALMOST a quarter of a century ago a group of creative engineers applied their innovative 
genius to establish a vehicle protection company at a time when such security was virtually 
unknown. 


Now keyless entry, transponder-based immobilisers, electronic bonnet locks, GSM/ 
GPS telematic systems and preloaded alarms are the norm for such protection. 


As technology advances and on-board computerisation becomes increasingly common, 
beating the crooks at their own game has also evolved into a highly skilled industry where 
thinking one step ahead is the defining characteristic between competitors. 


PFK Electronics prides itself on innovation and ingenuity, a trait that has enabled the 
Durban-based motor vehicle electronics company to design, manufacture and supply a 
range of security products to local and international markets. 


Currently the company supplies markets in 25 countries globally, and has subsidiary 
companies in the UK and Australia. More than 65% of its production leaves SA for foreign 
shores. 


PFK also has a 70% market share of the South African vehicle security aftermarket 
through its AutoWatch brand. The factory produces about 200 000 mainline products a 
month, but the hundreds of additional features push the different products to 500 000. 


PFK group marketing director Colin Snyman says flexibility in production and the ability to 
customise products for clients has been the key differential enabling the company to 
compete without local manufacturing facilities in its primary export markets. 


“Vehicle security is a hugely competitive market and there are very sophisticated products 
emerging from the Far East. Staying ahead requires innovation and superior quality — it is 
costly to keep on adding new functionality, but if we did not do so, market share would be 
eroded,” he says. 


Digital Guard Dawg, a plug-and-play relay immobiliser that is benefiting from increasing 
sales in the US motorcycling world, is one such innovation. Snyman says the product is a 
personal recognition system for the motorbike that uses radio frequency identification 
devices (known as dawg tags) and encrypted coding to protect the motorcycle when the 
owner leaves it. The technology recognises him on his return, disarming the motorcycle 
when he comes within range. 


A GSM/GPS-based vehicle recovery system that was initially developed for the 
sophisticated Russian market is another example of the way in which the company has 
captured market share via innovative thinking. Snyman says the Russians typically import 
technology-based solutions from Italy to counteract the syndicates working the vehicle 
theft market. The GSM-based tracking unit offers a back-up sleeper unit to provide 
additional security beyond the GSM system, whose electronic pulse can be located and 
destroyed. 


In the Nordic countries, PFK has gained a leading reputation in the alcohol breathalyser 
vehicle immobiliser market by developing the first wireless, hand-held units. These have 
captured more than 60% of the Swedish taxi market. The system compels drivers to 
provide breath samples before immobilising the vehicle, and intermittently during driving to 
prevent fraudulent assistance in overriding the testing procedures. 


“Our strong engineering ability enables us to design products to customer requirements 
rather than persuading them to accept existing products that may be less than suitable,” 
Snyman says. It is this attention to customer detail that has secured the company 
numerous awards, including the Technology Top 100 Award, the General Motors SA 
Supplier of the Year Award in quality, services, technology and price, and finalist status in 
the KwaZulu-Natal Exporter of the Year Awards. 


PFK is an original equipment manufacturer to major motor vehicle groups in SA, Europe 
and the Far East, as well as supplying directly to fitment centres locally and through its 
subsidiaries. Elsewhere, the company works with distribution partners who understand 
their own markets. 


Snyman says China and Taiwan are establishing increasingly sophisticated factories while 
also raising their game in quality and costs, meaning PFK specifically, and other South 
African companies in general, should innovate continually. 


Yet, looking to the future, Snyman says the company has substantial opportunities for 
growth in a changing motor vehicle security market. Increasingly stringent drinking-and- 
driving measures locally and internationally offers a significant platform for development, 
while technological advances will mean that owners can dial into their on-board systems to 
activate or to deactivate their alarms remotely. 


Singapore already uses electronic means to deduct tolls and licence fees from its drivers' 
accounts using on-board computerised systems, and Snyman says this technology will 
become increasingly common. “We _ shall continue launching innovative products 
synonymous with reliability and quality,” he says. 


Source: Business Day website: www.businessday.co.za posted on 8 April 2008 


(1) Corporate entrepreneurship can take various forms in the business. These forms 
can be divided into two broad categories, namely corporate venturing and strategic 
entrepreneurship. 

(2) Identify the forms of corporate venturing and/or strategic entrepreneurship PFK 

(3) Electronics embarks on as reflected in the case study. Provide reasons for your 

answer. 

(4) Which type of innovation does the Digital Guard Dawg represent? Provide a reason 
for your answer. 

(5) Describe the other three types of innovation that can be developed by an 
organisation. 

(6) Discuss the role that top level managers would play in leading an organisation like 
PFK Electronics. 


Fast-food franchises bid to supersize revenue 
The Bottom Line is edited by Edward West 


THE fast-food industry is being challenged by rising food prices, a tough competitive 
environment, and falling disposable incomes. Only the best will survive and innovation will 
be the name of the brand loyalty game. 


Two examples of the type of innovation that can be expected: Steers sauces have been 
available in retail outlets for some time, and sister company Wimpy followed with mustard 
and tomato sauces that could be bought off the shelf while doing the monthly grocery 
shopping. Now parent company Famous Brands is looking into making Debonaires pizza 
bases available. 


Famous Brands says making such products available in supermarkets entrenches brand 
equity. 


It makes sense: when trying to decide what to whip up for dinner quickly at minimum 
expense, a bottle of Steers sauce or Wimpy mustard peeking out the fridge door may help 
make up your mind. 


Now Famous Brands is serving more than just the people who visit its restaurants, it's 
serving everyone who shops regularly. And it is selling a product that is usually provided 
with a meal. 


Meanwhile, Taste Holdings' Scooters Pizza went the innovation route for a bigger slice of 
fast-food market last week when it launched an SMS notification system telling you when 
your order is leaving the store en route to your doorstep. 


There is, after all, nothing worse than waiting for your takeaway to be delivered. 

The SMS enables the customer to relax, knowing the pizza is on its way. The innovation 
coincided with a new brand campaign “Your Hunger is our Emergency”, which includes TV 
commercials, flyers, posters and a new look menu. 

It sure is a burger-eat-pizza world out there. 


Source: Business Day website: www.businessday.co.za posted on 2 June 2008 


APPENDIX B 
Additional reading 


The following are additional sources/reading material for you to consult. They do not form 
part of the syllabus for this module, but would be of benefit to you in furthering your 
knowledge in the field of corporate entrepreneurship. 


Academic journals 


Consult the following international and local journals for academic articles on corporate 
entrepreneurship. These journals can be obtained from the Unisa Library, or electronically 
from the Unisa Library website. 


Sloan Management Review 

Academy of Management Journal 

Strategic Management Journal 
Entrepreneurship Theory and Practice 
European Management Journal 

Journal of Business Venturing 

Journal of Management 

Journal of Business Strategy 
Entrepreneurship and Regional Development 
Journal of Small Business Management 
Southern African Business Review 

Journal of Economic and Management Sciences 
Management Dynamics 

Journal of Enterprising Culture 


2. Books 


Zahra, SA. 2005. Corporate entrepreneurship and growth. Mass, USA: Edward Edgar. 
(ISBN 1845424786) 


Elfing, T. Year? Corporate entrepreneurship and venturing. Publisher? (ISBN 978-0-387 
249384) 


Sathe, V. Year? Corporate entrepreneurship: top managers and new business creation. 
Publisher? (ISBN: 13: 9780521824996) 


Buckland, W, Hatcher, A and Birkinshaw, J. 2003. Inventuring: why big companies must 
think small. Berkshire, UK: McGraw Hill. 


Pinchot, G and Pellman, R. 1999. Intrapreneuring in action: a handbook for business 
innovation. San Francisco, USA: Berrett Koehler. 


Burns, P. 2008. Corporate entrepreneurship: building the entrepreneurial organization / 
Paul Burns. Basingstoke; New York: Palgrave Macmillan, 2nd Ed. 


Websites 


Please consult the following electronic resources for interesting articles about corporate 
entrepreneurship. 


www.pinchot.com 
This is the Pinchot and Company website. Gifford Pinchot was one of the authors that first 


wrote about corporate entrepreneurship. 


http://www.businessday.co.za/Articles/Content.aspx?id=128643 
This is the link to FNB case study, from the Article “FNB looks to staff for ideas on 


innovation”, Business Day online, 6 December 2010. Accessed 24/01/2011. 


wwws.babson.edu/eship/ 
This is the website for the Arthur M Blank Centre for Entrepreneurship at Babson 
College in the United States. 


www.googlescholar.com 
You could use the Google Scholar Internet search engine to search for academic articles 


and books in the field of corporate entrepreneurship. 
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